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Fiat draws up
code of ethics for
business practice

Fiat, Italy’s b t private pany, tried
distance itsetfgh-gni lt.’he t:ou:gl;‘s sr:;wing ptghtml
corruption scandal by issuing a new “code of
business ethics™. The. move is expected to be fol-
lowed by other big Italian companies, meluding
the state-owned Eni energy and chemicals group,

15 Ex;‘l‘ommumm accused over Italian kickbacks,

Spotlight on jobs in Brussels: The resi
grme Commission e resignation
sociat affairs, Sigismundo Crespo, has cast
_anemban:assingspotlightonhowtheECﬁﬂs

its senior jobs. Page 16

Iurgsdhreﬁunto&w_aria:

and close ally of Chancel-
lor Helmut Kohl, is
under pressure to quit
and take over as state
premier in his home
base of Bavaria. Reports
yesterday said Mr
Waigel, a symbol of

is to retum to Munich to replace Max Streibl
in the Christian Social Union. Page 16

Japan accuses on trade: Japan has accnsed
its leading trading pariners of unfair trade prac-
Hces. Page 7 '

US farmers’ Gatt warmning:The American
Farm Bureau, the most consistent advocate of . .
farm trade reform within the current round of
General Agreement on Tariffs and Trade talks,
warned that the US agriculture lobby may with-
draw support if' US negotiators accept EC offers
on market access for commodities. Page7

Israsll hangs om: The crisis
threatening Israel's ruling coalition was suspended
after Aryeh Deri, interior minfster aud leader

of the ultra-religious Shas party, agreed to rescind
his resignation from the government. Page 4
Japan pledge on Cambodia: Kiichi Miyazawa,
Japan's prime minister, is expected today to deliver
a strong reaffirmation of the couniry's commitment
to the United Nations peacekeeping operation

in Cambuodia, as opposition demands for an-immedi-
ate pull-out intensified Page ----. . - '

Taliklstan arms tindi: Security forces in :
Tajikistan, central Asia, seized 10 caches of frearms
and missiles which they believe had been prepared -
for & major rebel atiack. Afghans foel war on
ex-Soviet territory, Page 5 .

Fugitive aasthor backed by UK PM:
Indian-born British author Salman Rushdie said

he received strong support from prime minister
John Mafor for his campaign to Lift Iran’s four-year-
old death order against him, adding that the British
government had new action in mind.

Fondiaria, ltalian insuranée group coptrolled
jointly by Ferruzzi and the Gaic holding company.
sold fts 21 per cent stake in Aachener und Miinche-
ner Betefligungs (AMB) t0 a group of German
institutions for DM985m ($616m). Page 17

Reed Elsovier, international publishing and
information gronp, has signed a Jetter-of-intent

to purchase Official Airtine Guides in a deal worth
$425m. The move came a8 the company, owned
jointly by Reed International and Elsevier. reached
an agreement to acquire at least a controlling
interest in Editions Techniques, French legal
publishers. Page 17; Lex, Page 16

Ericsson, Swedish telecommunications group,
swing back into profit in the first quarter, helped
by strong demand and cost cutting. Pre-tax profit
was SKr428m (3$56in).

Thai factory fire kilis 200: More than 200
workers, most of them women, were killed by

a fire in a toy factory on the outskirts of Bangkok
on Monday night in ans of the world's worst indus-
trial accidents. Page 6

Hong Kong agreemrentz British and Chinese
officials agreed to the release of 127.8 bectares
of land for sale in the coming 1993-94 financial
year. Page 5 .
SI;oppershiekedlwiakeAﬂ=Shopgm
in Connecticut, US, were tricked into revealing
secret Information about their bank acounts to
mieves,whohadsehmamkeautomxhcteller

g
]
:
§

maehinei.uashoppin_gmall. '
H STOCK MARKET INDICES B STERLING
FT-SE 100; comrer—eer 2838 1#6.3)| New York lunchilkme:
[ $ 15
-SE Eurnirack 100 _.1120.44 (2304 .
g—nm _____ 139744 % Eu 15 {1.535)
e 20,8403 (2.4825)
WY g lg {8.2925)
Ind Ave ... 385103  ° 47.75) {22305
S‘;.;gf:@ — L BOITG Y s ﬂgn.sg
N US LUNCHTIME RATES tindex 804
Faderal AN .—ouceun2id B DOLLAR
Long 8000 ... 10382 DM 180835
L= — . G811% = ﬁ
LONDON MONEY SFr
;mmm L
umhqgnm_..uimiummv.) DM 19088 (18045
B NORTH SEA Oil [Argus) gr w %‘m
B 91
Bmlls-day.llm.._...ﬂlﬂﬁ {19.19 ¥ by s
¥ 3 @i Shdex 842 -
m___._*'f":’“ (356.75) | Towo close ¥ 11135
Gomany DMI0 Lix \Fre0 Cetr  ORIZ00
Begun  BF60 Hungay - RU2 Moroco umm ]
S LS Yend 0100 Neh  RAX SRR,
Goalle  UT220 “nde Roil Nowa  NantS o™ oy
Cyna  GELD ba  SEAS0 Mowey NKNEDD gppy  S1S
Cxchip  KestS My Lo Oman ORI gy &FASD
Denmerk  DKI5 Jomden S50 Pelustn RS Sya 50,00
Egt  E450 Mawa Won2500- Phifippbos PsolS Tiia OS50
Finkand Koest A0 Polod 222000 Twksy L7OD
Frence [ UAE

§ Europe’s secutity
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By Robert Mauthner in London

RELATIONS between the US and
-the Buropean Conmmunity took a
sharp turn for the worse yester-
day after mutual recrimiations
about the zttempts to co-ordinate
western policy on Bosnia

The EC presidency categori-
cally denied Washi 's claim
that its European allies were
pressing it to wait for a Bosnian
Serb referendum this weekend
before taking a decision on possi-
ble joint military action against
the Bosnian Serbs.

Mr Niels Halveg Petersen, for-
eign minister of Denmark which
currently holds the EC presi-
dency, said the US statement oa
the subject had “nc foundation
whatsoever”.

“The question of tying any-
thing in the EC position to the
referendum is totally absurd,” Mr

| Why Jutland's

Y Page 2

Petersena.nsrﬂytoldanewacan-_

ference in Brussels. .

He was referring to a statement
by White House spokeswoman
Ms Dee Dee Myers on Monday
that to preserve a common frent
with the EC, Washington was
putting off any decision on fi
ther action until after the Bos-
nian Serb referendum. This has
been called to allow the Beenian
Serb people to make a final deci-
sion on ap international peace
plan, rejected by their self-styled
parliament a week ago.

Meanwhile, Yugosiav. Serbian
and Montenegrin leaders called
on Bosnlan Serbs yesterday to
attend a joint parliamentary ses-
sion in Belgrade on Friday to
decide whether to accept the
international peace plac for Bos-
nia. The joint parlamentary ses-
sion should replace the week-
end's referendum, the Yugoslav

B fishermen say No
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H EGC pushes 'safe areas’ option
B Croata in Bosnian onsiaught
PAGE 14

IE Twin track to Boania peace

news agency Tanjug said.

President Slobodan Milosevic
of Serbla who, since the summit
of the warring parties in Athens
at the beginning of this month,
has been actively pressing the
Bosnian Serbs to accept the
peace plan, sald it concerned
Yugoslavia, Serbia, Montenegro
and the Serb-popuiated region of
Krajina in Croatiz, as much as
the Bosnian Serbs.

This meant that a decision on
the plan, drawn up by Mr Cyrus
Vance and Lord Owen, the
United Nations and EC media-
tors, should not be taken by

the Bosnian Serbs in isolation.

Mr Petersen said the EC for.
eign ministers, at their meeting
in Brussels on Monday, had
expressed the same view as the
US oo the referendum, namely
thattheh;ovetocallitwasno
more than “a cymical ploy”,
aimed at baying more time for
the Bosnian

Mr Peterseh said the question
of the referendum had pot even
come up when he discussed the
Bosnian situation by telephone
with Mr Warren Christopher, the
US Secretary of State, on Mon-
day, nor in discussions with Mr
Andrei Kozyrev, the Russian for-
eign minister, on Tuesday.

However, President Bill Clin-
ton yesterday continued to
defend his original to
lift the embargo on arms deliv-
eries to Bosnian Moslems, an
idea that several European gov-

Petersen denies Europe sought delay onz"h___ction until after referendum

US-EC relations sour on Bosnia

ernments, particularly Britain
and France, have strongly
opposed for fear that it would
mlqerect ly prolong the Bosnian con-

Mr Clinton complained, in a
meeting with students at a Chi-

the Yugoslav army to the
nian Serbs and deprive any kind
of equal weaponry to the people
fighting against them,” he said.

A campaign in the US critici- -

sing the European nations for
their inactior in Bosnia has been
gathering force. [t is led mainly
by the media and individual poli-
ticians, although Senator Joseph
Biden, a member of the Fereign
Relations Committee, yesterday
added his voice to the critics.

Yeltsin
sacks two
leading
opponents

of reform

By John Lioyd in Moscow
MR Boris Yeitsin, the Russian

president, yesterday y

hardiine members of his gpovern-
ment as he began clearing the
path to reform following his vic-

He dismissed Mr Yuri Skokov,
secretary of the powerful state
security council and Mr Georgy
EKhizha, deputy prime minister
for the military-industrial com-
plex - both. avowed opponents of
radical reform.

At the same time, Mr Yeltsin
told a meeting of leaders from
Russia’s regions that they should
form themselves into a constitu-
tional assembly to adopt his draft
constitution, by-passing the Rus-
sian parliament Mr Yeltsin had

" earlier hinted at such a role for

was the clearest statement of his
intent to date.

He told the leaders, called to
discuss his draft that “this gath-
ering in future should be frans-
formed into a Conncil of Federa-
tion which will subsequently
become one of the chambers of
the future parliament. That is

Russian presiden

tory In last month's referendum.- -

Dismissed: hardiiners Georgy Ehiza (left), 2 deputy prime minister,

why you, and not someone else,
should work on the constitution
and adopt it".

This suggests that Mr Yeltsin
is prepared to see appointed rep-
resentatives become a part of the
upper house of the bicameral par-
Hament fareshadowed in his draft
- although the constitution says
the Council of the Federation
should be elected

In choosing to use the regional
leaders as a legitimising forum
for the new constitution, Mr Yeli-
sin is turning to a group of offi-
cials who have mixed views
course, but who have shown over

t offers regional leaders a centr

£
P i

the past year that their support
cen be secured in return for con-

" cessions, especially in the sphere

of tax privileges and retention of
export earnings.

However, this will add to the
fiow of power from the centre io
the regions, often increasing
bureaucratic delays and resulting
in growing separatism in the
autonomons republics. It also
means that the long-delayed con-
froptation with parliament
appears unavoidable In the near
future.

Mr Ruslan Khasbulatov,
speaker of the Russian parlia-
ment and an outspoker opponent

By Phillp Gawith
in Johannesburg

o mmm :esterday
wannnunceﬂ plans to unbundle its
non-mining interests in a deal
which will probably halve the
group’s market capitalisation to
about R8bn from R16bn ($5bn)
currently.

At the same time Gencor dis-
closed that it is involved in talks
with Royal Duich/Shell for the
acquisition of its main metal
mining businesses :
are at an early but f sue-
cessful would see the creation of

The effect of the unbundling,
expected to be completed by
Aupust 31 1998, is that Gencor
will relinquish control of its
three industrial arms - baper
and pulp company Sappi, con-
sumer group Malbak and energy

- as well its as

company
| investment arm Genbel. Gencor

will emerge as purely a mining,
metals and mineral beneficiation
company. with interests, among
others, in gold, platinum, coal,
ferroalloys, stainless steel and
ahuninfum,

Although Gencor said the move

was motivated by the desire to
unlock shareholder wealth -
Gencor cwrrently trades at a dis-
count of azbout 19 per cent, or
R3.8bn, to net asset value — and
improve focus for operations and
investors, Mr Brian Gilbertson,
executive chairman, _conceded

icy much favoured by the African
National Congress and Gencor
will receive kudos for being a pio-
neer.

The announcement was favour-
‘ably received in the investment
community. Analysts, in general,
favour unbundling, saying the
South African economy is too
concentrated. It will also bring
some of South Africa's large and
unwieldly conglomerates into
line with international trends
towards smailer, more focused

operations. L.

Mr Derek Keys, finance minis-
ter, and chairman of Gencor
when the unbundling issue was
first raised nearly three years
ago, also endorsed the deal. “Gen-
cor has had an outstanding
record as an entrepreneur and I
welcome the anncuncement of
the group’s plan to unbundle in
the belief that it will result in

. CONTENTS

Gencor to relinquish control
of all non-mining interests

five entrepreneurs,™ he sajd.

The restructure will involve
Gencor passing its shares in
Sappi. Malhold, Genhel and
Engep through to its owp share-
holders. Gencor Beherend, the
controlling pyramid, which has
nothing but a 54 per cent stake in
Gencor, will pass its shares in the
underlying companies to its
sharehslders (50 per cent Sanlam
and 25 per cent Rembrandt, the
tobacco group) and be lquidated.

Mr Marinus Daling, chief exec-
utive of Sankorp, the company

yesterday it supported the
unbundling “because focus is
extremely imporiant to us as
investors. . . . The operations of
Gencor are already focused but
until this transaction, its paper
had not been focused. and it is
our most important investment.”

Before the mbundling, Gencot
plans to supplement existing
cash holdings of about R1.5bn by
raising a further R15bn by dis-
posing of group shares and port-

Editorial Comment, Page 15;
Lex, Page 16; Overhanl of
corporate South Africa, Page 17
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al role in adopting constitution

of Mr Yeltsin's policies, is due to
speak today in parliament on the
president’s draft constihation. He
is expected to reject it as tanta-
mount to the declaration of a
presidential dictatorship.

Further changes in the cabinet
and administration are forecast.
Attention now focuses on the
possibility of the return to the
government of Mr Yegor Gaidar,

and Yuri Skokov, state security council secretary

Mr Skokov's replacement at
the head of the Security Council
~ which deals with issnes of for-
eign affairs, domestic economy
and security — was not named.
However, there was speculation
that Mr Sergel Stepashin, chair-
man of the parliamentary
defence and security commitiee,
would be offered the post.

Much ado about lending. Page 15

N American Trade

Some winners,

some losers
Survey, Pages 27 - 30
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Paris plan
to end’its
control of
central
bank

THE FRENCH government
yesterday outlined its plan to
give the Bank of France indepen-
dence, shedding a tradition of
tight political control over mone-
tary policy in the interest of
anchoring inflation at a low
level.

International experience has
shown that “those counfries
which enjoy the sreatest mone-
tary stability are those which
have entrusted the conduct of
monetary poliecy to an indepen-
dent central bank”, Mr Edmond
Alphandéry, the economy minis-
ter, said.

The draft statute which must
be approved by parliament pro-
vides for the creation of a nine-
member monetary poiicy commit-
tee within the Bank of France. It
would be composed of the bank's
governor, his two deputies and
six outsiders, appointed by the
government from a shortlist pro-
vided by other institutions for
nine-year terms.

He hoped that the committee
would not be stacked with the
“Parisian monetary intelligen-
tsiz, all out of the same mould™,
but would represent a diversity
of interests - even though the
French central bank would not
follow the federal model of Ger-
many and the US.

Achieving autonomy from its
own government would not nec-
essarily make the Bank of France
any less dependent on Bundes-
bank menetary decisions. But in
recent weeks France has not
alwayvs weited for Germany to
cut rates before doing so itself.

The new centre-right govern-
ment afso plars to impiement
radical changes in French indus-
trial policy by taking a tougher
line with France's state-con-
trolled companies. Mr Gérard
Longuet, industry minister, said
the state would abandon the old
interventionist approach and
would in future be more strin-
gent about injecting extra capital
inte public sector companies and
less resistant to allowing interna-
tional investors to take stakes in

Continaed on Page 16
France's ‘Bundesbank’. Page 2
Editorial Comment, Page 15
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German
recycling
bill draws
criticism

By Ariane Genillard in Bonn

GERMANY'S plan to F<i&
industrial producers - couid
their consumer - 0 the face
run into the =viticism  from
of growdvbyists and parlia-
indusians.

wne plan, drafted into a bill
last month, is unlikely to
receive parllamentary support
in its present form, following a
review this week by a parlia-
mentary coennittee in charge
of environmental affairs,

Opposition Social Democrats
and the Free Demccrats, the
Junior party in the coalition.
say the bill allows too much
state intervention in the econ-
omy and could be detrimental
to the environment in the long-
run

“Price signals are more effi-
cient than legal standards in
driving enterprises to find effi-
cient recyeling methods for
their products,” Ms Birgit
Homburger, a liberal MP said.

Their arguments are similar
to those of the German indus-
try federation which has been
campaigning fiercely against
the government plan. The fed-
eration has particularly been
warning against the additional
costs the lJaw would bring on
German enterprises.

“The prevention of waste
must be [eft to individual
enterprises which know about
the complicated manufacturing
processes. General legal
lnstructions can instead lead to
short-term and wrong solu-
tions,” the federation said in a
statement on Monday.

The bill, the first of its kind

in Eurcope, makes industrial
manufacturers responsible for
collecting and recycling the
goads they sell. The Environ-
ment Ministry hopes the law
will force industry to create
goods which can be recycled
and reduce the increasing
amount of industrial waste it
produces.
@ Striking engineering work-
ers said vesterday they would
resume talks with employers
tomorrow that could end a con-
troversial nine-day-old strike
in eastern Germany, Reuter
adds.

But the powerful IG Metall
union was preparing for mass
demonstrations in the west
today to support the strikers,
who have been pressing
employers to resolve a dispute

Appointment and term Crown on proposel”  Growt el firfiosel - + Fed. president on . Coundiof miristers,
of governor of government, of givenupet, ¢ jproposal of govt; nofed forn, - W
- Syeers fenswable) nofixed gt - - nommally § yre with T
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France getsns 'Biinde'sb'ank; but a Gallic one

David Buchan explains how the new independent Bank of France will work

HE government of prime min-

ister Edouard Bailadur is plan-

ning to divest itself of a slice of
natienal policy control by giving the
Bank of France autonomy in “defin-
ing and carrying out” the country's
monetary policy.

It was, in fact, in those terms that
President Francois Mitterrand and
France’s constitutfonal court raised a
last-minute hitch to the change in the
central bank's statute. Could a French
poverniment, charged by the constitu-
tion with running national policy, cut
adrift so important an institution as
the Bank of France — created by Napo-
leon in 1300 and fully nationalised in
1935 - before the Maastricht treaty on
economic and monetary union (Emu)
required it to do?

A compromise was found at a cabi-
net meeting on Monday. Article 1, the
most Important of the 33-article draft
law, states that the bank will operate
monetary policy “with the goal of
ensuring price stability™ and “in the
framework of the government’s gen-
eral economic policy™.

The latter phrase is mtended to pro-
tect the government from any consti-
tutional charge of dereliction of duty,
and is heavily qualified in the same
article by the ban on the ceniral bank
“soliciting or accepting” outside
instruction on the conduct of mone-

tary pelicy.

Mr Edmond Alphandéry, the econ-
omy minister, said he personally did
not like the phrase about the ceniral
bank operating “in the framework of”
general government policy, and that
he hoped it would be struck out when
the EC moved to monetary union. If
Maastricht was never fully ratified,
France's plan for an autonomous cen-
tral bank would still stand, he
stressed, because that form of central
banking had proved its anti-inflation
worth around the world

De-coupling the Bank of France
plan from Maastricht in this way may
also make it more palatable to a par-
liament which contains ~ chiefly in
Mr Balladur's own RPR Gaullist par-
ty - more than 100 deputies whao voted
against the EC treaty in the referen-

dum last September. Mr Balladur,
however, still has an enormous major-
ity and pro-EC remnants of the Saciai-
ist party to push the pian through.
Part of his appeal is to give the new
institution distinctively Gallic col-
ours. In contrast to the Bundesbank
whose main responsibility is mone-
tary policy. the Bank of France
would, in genersl terms, have all its
multifarious activities intact. Its
17,000 employees supervise commer-
cial banks, compile corporate data,
run the payments clearing system,
even provide management advice to
industry and conduct some private

But inside the ceniral bank would
be created what Mr Alphandéry
termed the “sanctuary” of 2 Monetary
Policy Committee (MPC). It wouid
bave nine members — the bank gover-
nor and his two deputies (appointed
for renewable six-year terms), plus six
outsiders.

The latter would be appointed by
the government from a lst of 18 pro-
vided by various parliamentary and

judicial institutions for staggered
nine-year terms which could not be
renewed or revoked (except for seri-
ous offence). No MPC member counld
have another job during his term. or
anything but 2 public function for
three years after retiring.

he draft contains no definition

of price stability. That, said Mr

Alphandéry, would be for the
MPC to judge, just as the Bundesbaok
council does. It clearly states the gov-
ernment would still take overalt
exchange rate decisions concerning
EMS parity changes or fluctuation
bands, and that the MPC would
decide day-to-day interventions in the
foreign exchange markets.

But, as with Maastricht itself, this
still leaves a grey zone. Who, for
instance, would decide exactly where
the franc should be within its EMS
band?

The plan contains no mechanism to
arbitrate between government and
bank. To have included chis, said Mr
Alphandéry, would have appeared to

pre-empt the consensus he hoped

would emerge. However, the minister

said he hoped the MPC would not be

stacked with “the Parisian monetary

intelligentsia™ but have its six outsid-

ers representing “the live forces of the
-

economy™. .
Anocther ambiguity is in account-
ability. The draft statutes only stipu-
Iation is that the central bank gover-
nor continue to make his yearly
report to the president. But Mr
Alphandéry said he expected the gov-
ernor to testify to parliament at least
twice a year as his US counterpart
did, and to develop an open press pol-
icy like the Bundesbank. “This will be
a plus for our democracy,” he said.
The draft plan also clarifles the
existing division of labour between
the Finance Ministry and the central
bank on regulation of commercial
banks - who themselves have won a
minor victory. The Bank of France is
no longer to seek tc add to the 100,000
private accounts it holds for individu-
als (many of them central bank
emploveest and companies.

over broken management wage
promises.

Ex-Communists accused over Italian kickbacks

By Haig Simonian in Milan

ITALIAN magistrates
investigating kickbacks to
political parties made two new
arrests yesterday which fur-
ther implicated the former
Communist party in the widen-
ing corruption scandal.

The ex-communist Demo-
cratic Party of the Left (PDS)
until recently has been rela-
tively untouched by the cor-
ruption inquiries.

Magistrates arrested Mr Ren-

ato Pollini, former administra-
tive secretary of the Commu-
nist party, and Mr Fausto Bar-
tolind, ex-director of a building
company associated with
Italy's powerful co-operative
movement, as part of inquiries
into alleged kickbacks from the
state railway system.

The arrests followed the
issue of 14 cautionary warrants
on Monday against business-
men and Transport Ministry
officials, The accused are
alleged to have connived in an

arrangement to split kickbacks
on railway orders between
Italy’s main political parties.
Among those sought by the
magistrates are Mg Franco Fer-
lin, an adviser at the time to
Mr Carlo Bernini, a former
transport minister.

The PDS is fighting to defend
its image after a recent stream
of leaks and arrests have
prompted claims that its mem-
bers participated in schemes
involving kickbacks on public-
sector contracts. The party has

denied receiving kickbacks
from companies dealing with
the railways in the period up
to 1958 when it had 2 member

on the rail board.
Mr Pletro Tognoli. a Ber-
gamo businessman, was

arrested last week on allega-
tions of having paid a 3 per
cent kickback on a L200bn
(£85m) contract for track sleep-
ers. According to subsequent
press leaks, 60 per cent of the
Lebn kickback was shared
between the Christian Demo-

crats (25 per cenn), Socialists
{15 per cent) and PDS (20 per
cent), while the remainder
went to government officials.
The PDS has denied any
involvement.

Mr Pollini. 63, was a commu-
nist senator between 1933 and
1992 and former administrative
secretary for the party, Mr Bar-
tolini is a former director of
Conaco Costurzioni. unt.l
recently the umbrella organisa-
tion for Italy’s construction co-
operatives.

@ A committee of the cham-
ber of deputies, the lower
house of parliament, put
off until next week hear-
ings on lifting the parl-
jamentary immunty of Mr Bet-
tino Craxi. former Socialist
party leader, and Mr Mr
Clapdio Martelli, a prominent
ex-Socialist and former justice
minister.

The hearings cover three
requests froin magistrates to
investigate Mr Craxi and one
in the case of Mr Martelli.
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a two-tier Skypass for frequent travellers. Try us - you'll

wonder why you ever flew another airline.

in fact, when youre traveiling to Brussels on business ang

time means money, there's now no quicker way to fly than

Sabena from London City Airport.
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PM defends pace
of Czech reforms

By Patrick Blum in Prague

CZECH economic reforms have
progressed well, but Prague
faces difficulties in its refations
with western Europe, accord-
ing to Mr Vaclav Kiaus, the
republic’s prime minister.
“We are not facing an eco-
nomic crisis, the worst is
behind us.” he said in an inter-
view with Lidove Noviny, the
Czech daily. He refected fore-
casts of a sharp rise in unem-
ployment and difficult times as
economic reforms take hold
Mr Klaus said some reforms
had been delayed for practical
reasons and not for lack of wiil
to transform the economy. The
recent introduction of a bank.
ruptcy law had been delayed
by at least six months because
of the dissolution of the former
Czechoslovakia. Housing
reform had also been more dif

ficult to implement than expec-
ted

But the radical reform of
property relations had been
accomplished suecessfully and
without social upheavals, Mr
Klaus continued. “In all coun-
tries of central and eastern
Europe [social instability] has
been much worse.”

He was more cautious about
the Czech Republic's relations
with the Eurgpean Commu-
nity. "I am a Euro-pessimist,”
Mr Klaus said, noting what he
saw as the growing power of
protectionist lobbies within the
Community.

Prague wants to join the
Community this decade, but
officials have been in ingly
irritated by EC ceilings on
Czech and other east European
exports to the Community.
These limits affect steel, tex-
tiles and agricultural produce.

Poland to
restart
bank debt

payments

By Christopher Bobinski
In Warsaw

POLAND is to resume limited
interest payments on its
$i2.1bn (£7.8bn) debt to west-
ern commercial banks on May
20, Mr Krzysztof Krowaeld, its
chief debt negotiator, said in
Warsaw yesterday.

The resumption of monthly
payments of $5m, or 10 per
cent of the imierest due, fol-
lows a ronnd of talks with the
banks in London last weelk.
The annual interest payment
of $60m is equivalent to the
payments Poland made on a
$L.1bn revolving credit dating
from 1983 which it stopped
servicing in January.

Poland, which ended interest
payments on the bnlk of its

survey on
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commercial debt In the
auminmm of 1989, is seeking a
50 per cent treduction of its
debt burden in a dea] compara-
ble to its 1991 Paris Club
agreement with western gov-
ernments, ander which it will
have to resume full interest
gg:xents in 1395 of aroaed
Ik 4 year on i

debt of $27bn. 1 reduced

Mr Krowaciki said Poland is
seeking a London Cinb agree-
ment allowing it to buy bacis a
’t!m'cl-ea of th:ncéebt and issne 30-

r par discoun

for the remainder, ¢ bonds

New law to curb
money laundering

A 1980 European Councii con-
vention aimed at combating
money laundering wif come
!nto force on September 1 after
its ratification this week by
the Netherlands and Switzer-
land, writes [an Rodger in Zgr-
ich. The treaty, signed by 16
European coantries, has
alveady been ratified by tihe
UK and Germany. It is aimed
at lmprovi-ng Co-aperation
; % police forces in trac.
Ing and seizing money Iapy-
dered by drug dealers and
other criminals. Thea existing
Euaropean ¢onvention does not

Hugh Carnegy
gathers viEWS
on quayside

Denmark’s
fishermen
ready to
sink treaty

Za8 Kout-Erik Vest-
’3' * fart and his
S5 brother Per,

i like many of
8 Europe's fisher-

men. are angry.
: Price;‘o are at
% o aaE rock bottom for

Danish the cod, her
referendum .o angd gther
fish they bring in from the Bal.
tic and North Sea to their
home port of Skagen, at Den-
mark's northern tip. They
want to catch more to compen-
sate, but cannot because they
would exceed EC quotas.

Little wonder then, as they
winch their nets aboard their
ntonne wooden-hulled vesse)
CK Vest and cast off for a
night's fishing, that they have
no hesitation in saying how
they will vote in next Tues
day's Danish referendum on
the Maastricht treaty.

“No!" exclaims Enut-Erik.
“Ian the Baltic I've never seen
so much big cod as this year
but we can't catch them
because of the Commubity
rules. I'm sure most of fishar
men will vote No.”

The story is much the same
all along the quayside in Ska-
gen, which was closed for three
weeks last month by a fisher
men’s protest strike, It is com-
mon also to find deeper resent.
ments against the EC.

“1 don't want Europe to
becomie a new US,” says Mar

=]

3

janne Henrikson, who works in '3

a dockside bar. “We should
buy and sell to each other, but
not have the same police or
military. People fear the hig
countries, like Germany.”

But this is not the whole
story either. Just a step away
from the boats, a less emo-
tional response is evident that
backs up forecasts that Danes
will reverse Iast year's No vote.

Kurt Rye Poulsen is chair-
man of the Skagen Fisher-
men’s Association, which rep-
resents 430 local boat owners
and crew. Last year, he was
forced to sell his 150-tonne
trawler because he could no
longer make money fishing. He
says there are only 105 boats
over five tonnes in Skagen
against 200 a decade agn.

He is campaigning hard for
larger quotas -~ he disbelieves
official reports on low stocks -
and a block on cheap imports
from third countries,

Yet he and his association
are recommending a Yes voie,
“Denmark has very small
waters, 50 most of the fish we
catch is in EC waters. Most of

| our fish is sold to other EC

countries. I see big problems if
we don’t stay in the EC"

This is echoed by fish ane-
tioneer Bach Andersen. He
says things have never been s0
bad in Skagen, where unem-
ployment is 15 per cent. Cod
prices are down 40 per tent
since 1990; quotas have fallen
by the same proportion.

But he, too, will vote yes.
“Perhaps my heart says No,
but my brain says Yes. We can-
not sell our Ash in other mar
kets. The solution is not to get
out of the system but to
change the system.™ '

The fishing industry makes
up 30 per cent of the local
economy in Skagen, the bal:
ance accounted for by tourism.
Rune Larsson, the head of the
local chamber of commerce
says he will vote Yes. He
expects the majority of thoge,
like himself, in the fishing ser
vice industry to do likewise.

But ha is far from confident
about the ontcome. He fears
that what he sees as ratigpal
arguments may be eclipsed as
polling day approaches. “The
great problem is that the dis-
cussion tends to be on a very
emational level.”
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NEWS: EUROPE

" Croat forces EC pushes ‘safe areas’ option
in Bosnian

Lionel Barber reports on the US-European row over how to end Bosnia’s civil war -

Hungarian
right calls
for border

&MTIONS b&:‘.ween : g'ﬁ e .
mmik- e " 4 .
nity and the US mey 5 Yevision
: have reached a turning point
as both sides struggle to bridge By Nicholas Denton
di':lﬂmons m to end the in Budapest
civil war
La . These differences have NATIONALIST members of
:Ydm in Belgrade 3ian Serb leaders to accept the largely been papered over, Hungary's parliament have
dnce-Owen peace plan, Croats  mainly because EC govern- refused to renounce Hungarian
appear io be their own wments themselves have been territorial demands against

BOSNIAN Croat
yesterday ignored United
Nations warnings and their
own ceasefire , Pressing
on with their mlhtary cam-

forces

land grab. Confident that they
can push on with impunity,
the Croats and the Serbs have
nearly completed the carve-up
of Bosnjz.

torn over whether to
the use of force to halt the

Their call on Monday to th
on e
US -and Russia - to send

Ukraine, indicating that border

jssues will continue to dog the
comiry’s foreign policy.

A treaty confirming the

existing border between the

pa!gnfomblytoforgeasepa- Mr Mate Boban, the Bosnian . :
troops to bolster the United is-
rate st:tnelo;i‘. the expense of Cmatleaderwh%mksm Nationa peace-keeping force in mn-omafm-ﬂghtmmmw
Bosnig" ems, tlons from Zagreb, was the first Boania represents a stiffening ithin Hungary i
Fighting between Croats and to endorse the Vance-Owen of opposition to US plans to zgnservative cﬁig?’;?rﬁg

Moslems intepsified in south-

plan which aims to preserve a

arm the Bosnian Moslems. it

bilateral agreement with the

western Bosnia's main city of single Bosnian state, divided challenges Pentagon mili Ukraine was ratified yesterday
E&s‘rt‘;rmthsomemmndsd into 10 provinces. doctrine - that US gmm by & large majority after a tor-
aren artillery falling on the  The HVO, the military wing forces must be under US coo- tuous parliamentary passage.
in a one-hour period and of the Croatian Democratic trol and have a clearly defined Earlier in the week rebel
mﬂlmﬁfe ﬂbnumgthmughout Union, the ally of Croatia’s rul-  mission, preferably backed by MPs argued for the revision of
B“W UN said. ing party, eagerly approved the overwhelming force. Above all, borders with one calling for
osnian Croat forces are plan because it designates as it contradicts the US belief that the “peaceful reunification” of

attempting to seize control of
the west bank of the Neretva

“Croat” provinces next to
Croatia. They appear con-

the Vance-Owen peace plan is
dead.

the Carpathian basin, the
extent of Hungary unti 1920

River, which runs through the vinced that over the next few To be i
;ltv and have captured the years the provinces can be hiding behind diplomatic code NI ST §8 | vincingly that the agreement,
OEnian army's local head- annexad to that “ali options, inclnding mil- BntlshlJNtronpsﬁmmmmmﬁmmmdmyumdﬂatmuddam-thtourofduty by enshrining rights for

quarters. Under the Bosnian
Croat vision of a “Greater
Croatia” the Neretva river
would be its eastern boundary.

General Philippe Morillon,
the UN peacekeeping force
commander in Bosnia, was
making for Mostar last night
with the commangers-in-chief
of the Croat militia and
Moslem-led Bosnian govern-
ment forces to try to rein in
the combatants, the UN gaid.

UN officials said they were
concerned about Moslem civil-
ians reportedly cleared out of
their homes ta Mostar by Croat
forces,

With international attention
focused on the refusal by Bos-

territory,
even if the plar is imple-
mented. The Croatian dinar is
already i circulation and the
Croat’s checkerboard flag flies
in western Hercegovina.
Mostar, badly damaged by
Yugoslav army bombardments
Iast spring, was designated the
capital of the self-procizimed
Croat state of Herceg-Bosna.
The continued fighting has
blocked off the main land route
{0 central Bosnia, cuiting off
some 1.3m people dependent
for survival on humanitarian
relief convoys. The UN also
reported serious shelling and
heavy machine-gux fire I the
dispute . Jablanica-Konjic area,
50 km north-east of Mostar.

itary. remain open”. But this
may obscure a2 more subtle
shift in transatlantic relations.
During the Cold War, the US
took the anti-communist lead

Anslo—French alliance has
taken a lead of sorts and called
on the Americans to fall into
line, ironically with ground
forces belonging to the old
enemy, Rusgia,

France and the UK are the
chief contributors to the UN
peace-keeping force in Yugo-
slavia, with about 6,000 troops
in place. Their great fear is
that the US preference for arm-
ing the Bosnian Moslems and

bombing Bosnian Serb targets
would put their ewn forces in
the line of fire, ending all pre-
tence of UN neutrality and
most likely leading to a bumili-
ating withdrawal.

Mr Warren Christopher, US
secretary of state, who toured
European capitals last week,
was left in no cdoubt that to
pursue plans to lift the

would lead to a split
in the alliance. According to a
goal was to kill at all costs the
plans to arm the Bosnian
Moslems,

EC officials say the US secre-
tary of state seemed more

tration - also emerged during
last week’s talks hetween Pres-
ident Bill Clinton and a
bigh-level EC delegatmn
headed by Mr Poul Nyrup Ras-

mussen, Danish prime minis-
ter, and Mr Jacques Delors,
European Commission presi-
dent, “Some of the US (mili-
tary) proposals seem to be win-
dew-dressing,” said one

Brussels official. So what is the
Enropean strategy?

First, EC leaders have placed
their bets on President Slobo-
dan Milgsevic and his transfor-
mation from war criminal to
champion of the Vance-Owen
plan. They believe sancticns
are responsibie for the conver-
smn. and they alm to capitalise

The next step is to test the
Serbian president's pledge to
seal the border, pussibly using
the former Yugoslav army
policed by civilian EC observ-
ers. Mr Alain Juppé, ¥rench

foreign minister, calls this the
policy of "asphy:dation"

The second goal is to expand
UNled'eﬂ.’orts to create “safe
areas” for the Bosnian Mos-
lems, consolidating the fragile
ceasefire in six Moslem towns.
The model is Srebrenica, where
150 Canadian troops negotiated
passage into the town and per-
suaded Serbian artillery to
hold fire. The UK's threat to
bomb the Serbs if they
attacked may have been a fur-
ther incentive. French officials
argue that securing “safe
areas™ would provide the build-
ing blocks for implementation
of the Vance-Owen plan.

Germany questions its role as Zagreb’s chief supporter

's Hungarian minority,
was worthwhile. Those openly
seeking the retwrn of territo-
ries are a small minority both
among MPs and the Hungarian
pepulation as a whole,

Nevertheless, this week's
acrimonious debate has drawn
attention to the lmgenng bit-
terness that most H
feel about the loss of two-thirds
of the country's territory after
the first world war-land in
which more than 3m ethnic
Hungarians still live,

Hungary’s current political
wrangling over the accord with
Ukraine moreover foreshadows
potent:al]y graver disputes
with other neighbours. Buda-
pest, which has prided itself on
model ties with Ukraine, starts
from a far worse position m
treaty talks with Romaniz, Slo-
vakia and, eventually, Serbia.

Hungary and Romania, in

Judy Dempsey in Barlin Mr Kinkel is expected to ask dence in Jan 1991. That policy, earlier this year to regain control of Foreign Ministry official in Bonn countries in providing humanitar- | whick about 2m Hungarians
o E;e;l:roabawnhnuesmmlyto spearheaded“:;ymrﬂansmem::h the Krajina area of sowth-western said. But requesis for German eco- ian aid to Croatia, which inclodes | live, are deadlocked on the
CROATTA'S military support for the back Mr Mate Boban, head of Bos- Genscher, the former foreign minis- Croatia which, althongh 2 UN pro- nomic aid to recomstruct the Cro- finaneing 2 hospital in Karlovac, | ssme issue of border guaran-
Bosnian Croats will come under nia’s Croats, and the new offemsive ter, punciured any semblance of tectorate, 1S rom by Serb nationalists atian economy are umlikely to be south of Zagreb, amd setting wp a | tees and have failed to con-

LT sharp criticism when Mr Klaus Kin- againsi Moslem forces in westetn unily among EC staies about how to  seeking autonomy from Zagreb. high on the agenda as long the area food and medical distribution net- | cinde a basic agreement.
- kel, Germany’s foreign minister,” . Bosnia-Hercegovina. deal with the imfolding cvisis in the “Mr Kinkel will keep siressing the remains unsisble. work in the republic and extending Budapest argues that it
g makes his first visit to. Zagreb on The vigit colncides with greater former Yugoslavia- o need for a negotiated settlement as More than 460,000 refagees from into Bosnia. Bonn has already allo- | adheres to the multilateral Hel-
Friday. =~ questioning in the German media Mr Kinkel, however, bas become a means of stopping the war. The the former Yugoslavia have arrived cated direct bumanitarian assis- | sinki agreements which
During. talks with President abouni Bomn's decision to push more openly critical about Croatia’s lomger the war continmes, the more in Germany in the past 18 months. tance totalling DM155m (£63m), in | renounce the modification of
Franjo Tudjman and Mr Zdenko . the Commuxfty’s military luvolvement in Bosuia-Her- will have to bear the At the same time, Germany has addition to DM196m towards EC aid mmmtt?sm:u%ngg:tms

cegovnia, and Croatia’s atiempis brunt of the refagee problem,” been at the forefroni among EC t‘ur the region.

through Eunropean
Sknbalo,ﬂ:ecfaaﬁmfommm- recognihonofcmaﬂl’s indepen-
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Rabin hangs on to coalition partner

b

By Judy Maltz In Jerusalem

THE CRISIS threatening the
fragile coalition of Mr Yitzhak
Rabin, Israeli prime minister,
was temporarily suspended
yesterday after Mr Aryeh Deri,
interior minister and leader of
the ultra-religious Shas party,
agreed to rescind his resigna-
tion from the government.

Had the resignation gone
intn effect all five members of
the Shas party would have pul-
led aut of the coalition, leaving
Mr Rabin with only a tiny
majority in parliament.

While the break-up of the
coalition would not have
brought about the collapse of
the government, it would have
severely limited Mr Rabin's
flexibility and denied him the
broad base of support he seeks
in parliament to push through
tough decisions regarding the
peace process.

The coalition crisis came to a

head on Sunday when Mr Deri
tended his resignation after
Mrs Shulamit Aloni, the educa-
tion minister and head of the
left-wing Meretz party, refused
to respond to his uitimatum
that she leave her post.

The ultimalum was issued
following a series of remarks
made by Mrs Aloni, which Mr
Deri and party colleagues said
were offensive to the religious.

Mr Rabin yesterday proposed
a temporary solution under
which hoth interior minister
and education minister will
hand over their pertfolios to
the prime minister for the com-
ing week, during which time a
portiolio exchange among gov-
ernment ministers will be
worked out to the satisfaction
of Meretz and Shas.

If a permanent solution is
not found within a week, Mr
Rabin is likely to begin seeking
new partners for the coalition
among other parties.

Prime Minister Yitzhak Rabin shares a langh yesterday with Education Minister Shulamit Alomi,

who has agreed to aceept a different cabinel post to appease leaders of the Shas coalftion party

Confidence 1s casualty of Sharif’s fall

Pakistan’s businessmen are wary of future of reforms, writes Farhan Bokhari

USINESS confidence is

emerging as one of the

principle casualties of
the recent downfall of Pakis-
tan's reformist prime minister,
Mr Nawaz Sharif.

“It's like the train has
slowed down incredibly
because the driver has left,”
was how one leading banker
recently summed up the mood.

Pakistan’s interim govern-
ment, which has promised to
hold national elections on July
14, denies that newspaper
reports of large-scale with-
drawals from foreign exchange
bank accounts in the country
reflect a nervousness among
Savers.

Signs of fatigue continue to
hamper stock prices on the
Karachi Stock Exchange, the
country's leading stock mar-
ket. While the market has
recovered its level before Mr
Sharif's dismissal. business-
men do not see this as a sign of
any larger recovery of confi-
dence.

The uncertainty centres on
the future of economic policies
and the outcome of political
developments. A programme of
economic reforms was at the

heart of Mr Sharif's agenda
whose 29-month-long govern-
ment was sacked on April 18
by Mr Ghulam Ishaq Khan, the
Pakistan president, for alleged
corruption.

Mr Farooq Leghari, the new
finance mipister, has said all
economic reforms will remain
intact and has promised to
press ahead with liberalisation
policies. Many businessmen
accept that Mr Sharil's
will not be reversed, because
that would further damage the
economy. But there are fears of
a slowing down in the pace of
future reforms.

Businessmen also point to
macro-economic problems and
political uncertainty as well as
statements from the new gov-
ernment that the cases of fac-
tories privatised under Mr
Sharitf will be reviewed to con-
sider allegations of corruption.

Mr Arif Habib, president of
the KSE, said: “Whenever a
government changes, the
investors have apprehenslons
about future policies.” He said
the short-term nature of the
government whick replaced Mr
Sharif did not help to ensure
continuity in policies. “Uncer-

tainty will prevai) till after the
elections,” he said.

Mr Tahiq Khalig, president
of Karachi's chamber of com-
merce and industry, said:
“New commitments [from busi-
nesses] have slowed down
because of uncertainty.” He
expected lew changes to take
place until investors saw an
elected government come to
office.

Last week Daewoo, the
South Korean conglomerate,
said it was holding back on
plans to invest up to $400m
{£259.7m) in an industrtal com-
plex in Karachi until after the
elections.

On the economic front, an
on-going recession in the tex-
tile sector plus a growing bud-
get deficit has also added to
the fears. Textlle stocks make
up roughly a third of the 643
companies registered on the
KSE. Projections of low profit-
ability, especially in the spin-
ning sector, have pushed down
share prices, leading stock bro-
kers said.

The interim government has
announced a relief package for
the textile sector, with conces-
sions on some duties, but it is

| I S S
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too early to say how much of a
boost this will provide. The
KSE index rose nearly 10
points yesterday as a result,
brokers said.

The budgetary deficit for the
fiscal year ending in June is
expected to exceed Rs100bn
{£2.43bn) compared with a tar-
get of Rs65bn. Mr Leghari
recently described the deficit
as “problem number one™ and
appealed to businessmen to
help resolve the country’s eco-
nomic problems.

His task of re-establishing

confidence has become more
difficult with signs of conflict
between key members of the
interim government over the
future of the country’s four
provincial assemblies.

It has raised fears that Ms
Benazir Bhutto’s opposition
People’s Democratic Alliance
may pull its ministers out of
the cabinet

Mr Mian Habibullzh, presi-
dent of the Federation of Paki-
stani Chambers of Commerce
and Industry, said he opposed
any review of the previous gov-
ernment’s privatisation efforts,
adding that “people [busi-
nesses] invested in good faith™.

Other businessmen said such
a review would only increase
investors’ fears and could
make it difficult for any future
government to privatise the
country’s deficit-ridden public
sector industries.

Many other businessmen are
convinced that if the new gov-
ernment does not move
quickly to establish fresh confi-
dence through fiscal incentives
and further commitments to
continuity of policies, signs of
fatigue may spread.

See World Stock Markets

Nigeria in new
bid to agree
debt relief deal

By Paul Adams in Abuia

MR ERNEST Shonekan, head
of Nigeria’s Transitional Coun-
cil, will try to revive the quest
for official debt relief when he
arrives in Paris for informal
talks with the French govern-
ment and the Paris Club
tomorrow.

His attempt to agree a med-
inm-term economic sirategy
with the [nternational Mone-
tary Fund before he leaves
office foliowing elections in
August is threatened by a deep
split over the handling of the
exchange rate between the
Central Bank of Nigeria and
Mr Oladele Olashore, finance

The latest round of talks
with an IMF and World Bank
team ended in stalemate ear-
lier this month, when Mr
Olashore offered no positive
action to float the naira or
remove the domestic subsidy
on petroleum products, both
pre-conditions of an Enhanced
Struetural Adjustment Facil-

ity.

Although exchange rate pol-
icy is the responsibility of Mr
Abdulkadir Ahmed, governor
of the cenirai bank, Mr Ola-
shore bas insisted on the need
to control the parailel market,
where the naira is worth about
70 per cent less than the offi-
cial rate of X21.98 to the dollar.

The IMF is also dissatisfied
by the Nigerian delegation’s
fiscal stance for the first quar-
ter of 1993, according to those
close to the talks. Nigeria has
reporied revenue of about
WN3lbn (£940m) to the end of
March, about N6bn below bud-
pet projection. in spite of
higher than forecast oil prices
and production levels. The
Fund estimates that revenue
was arcund N45bn for the
period and wants to see full
disclosure of ofl proceeds by
the state-owned Nigerian Nat-
ional Petroleum Corporation.

The probable source of the
discrepancy is the oil revenue
which goes directly into “dedi-
cation accounis” to pay for
iarge infrastructure projects
and the military campaign in
Liberia. The Fund has asked

for 2 breakdown of expenditure
and a review of existing como-
mitments, especially projects
which contribute little to pro-
ductivity or could be taken
over by the private sector.

Mr Shonekan has tried to
bring the dedication accounts
into the overall budget through
the fiscal co-ordination com-
mittee, which he chairs. He
has also set up a budget moni-
toring committee composed of
experts outside government to
review fiscal performance and
recommend changes in budget
allocation.

The latest round
of talks with an
IMF and World
Bank team ended
in stalemate
earlier this month

The budget committee is due
to disclose its first report on
Tuesday

The IMF is also looking for

more action by the government
to map up excess liquidity and
suspensicn of additional bor-
rowing.
Government borrowing has
been the main cause of infla-
Hon, which is more than 60 per
cent a vear, and has reduced
the supply of foreign exchange
to the private sector.

During the first two months
of 1993 the govermnment has
slowed the growth of broad
money supply, which reached
56 per cent in 1992, and aggre-
gate credit fell 6.5 per cent dur-
ing the same peried as a result
of firm controls on spending.

Mr Shonekan wiil be accom-
panied to Paris by Mr Ahmed
but not by Mr Olashore, who is
attending the African Develop-
ment Bank's annual meeting.
Mr Shonekan’s tezm is run-
ning out of time if it is to
achieve its goal of setting out a
shadow IMF programme which
the incoming civilian regime
can follow when it takes over
on August 27.

S African
murder
plot claim

THE AFRICAN National
Congress said yesterday that
white right-wingers were plot-
ting to assassinate its leaders
and derail democracy talks
aimed at ending white minor-
ity rule in South Afriea,
Reuter reports from Johannes-
burg.

It said one of the conspira-
tors had conlessed to police
last week he had been
involved in a plot to kill Mr
Joe Slovo, Communist party
chairman, who is also 2 top
white figure in the ANC.

The movement accused the
police of not informing Mr
Slovo even though they kmew
of the plot. Police earlier said
they believed there bad heen a
conspiracy te kill Mr Chris
Hani, Mr Slove’s Commumist
party colleague, who was
assassinated on April 10,

Yemen’s ruling
parties to merge

The two parties that rmled
North and South Yemen until
the couniry was reunited three
years ago have agreed to
merge into a single political
party that would have an abso-
lute majority in Yemen's
newly elected parliament, Ren-
ter reports from Sanaa.

The accord was signed by
President Ali Abduliah Saleh,
leader of the Genera! Pegple's
Congress, and Vice President
Ali Salem al-Baidh, who heads
the formerly Marxist Yemen
Socialist party. Together they
could muster at least 164 seats
of the 301 in parliament.

Sudan-Egypt

border row flares ?

Sudan said yesterday it was
mobilising to face 2 border dis-
pute with Egypt which threat-
ened regional security, Reuter
reports from Cairo.

Sudanese radie, monitored
by the BBC, quoted Mr Ghazi
Salah al-Din, Sudanese minis-
ter of state at the presidency.
“He reviewed the latest devel-
opiments in the Halaib issue
and said Sudan would be tak-
ing mobilisation measures
si:l dthis regard,” the radio
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. They used to call it shell-shock. Now it's called combat stress. it
is a terrifying affliction. it takes many forms. but usually itis caused
by shock, the shock of an expleding shell, the shock of 2 bomb.
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Amnesty in

rights

call

for indigenes

mDIGENQUS people suffer
grave human rights abuses
including massacte and torture
In more than 70 countries,
Amnesty Tanternational said
yesterday, Renter reports.

“They have been massacred
and terrorised, forced from
their ancestra! lands, caught
up in bitter civil conflicts, and
left without redress for the
gbu;m theﬂr suffer,” the Lon-
-dor-based human rights organ-
isation said. Ehts ©
The United Nations has desig-
nated this year as Interna-
tional Year of the World's
Indigenous People, and will
hold a UN conference on
human rights in Vienna in
June,

But for the 300m indigenes
from Vietnam to the US threat-
ened by rights abuses, this
may not be enough, the
Amnesty report said.

“Unless the international
community acts urgently there
is a danger the UN's Interna-
tional Year will. . . pass with-
out sigmificant progress
towards protecting indigenous
people,” it said.

These people are often
caught up in the crossfire
between government troops
and armed opposition groups,
the group said. ~

In Peru, indigenous people
have suffered torture and kill-
Ing on a masslve scale. Secu-
rity forces killed villagers from
several small communities in

September 1990 because they
refused to join civil defence

pa

* “Cases like this, where those
guilty of killing, abducting and
torturing indigenous peopies
are shielded from justice, are
commonh in many countries
around the world.” Amnesty
said.

Human rights abuses tn Ban-
gladesh, India and Sudan were
also cited in the report. In Bra-
zil, an Indian leader was shot
dead last December because he
opposed logging operations
inside indigenous areas. His
killer was identified but not
arrested.

Last April scores of tribal vil-
lagers in Bangladesh were
reportedly shot dead by armed
civilians and paramilitaries
who bhad set fire to their
homes. Babies were snatched
from their mothers’ arms and
thrown into the flames,
Amnesty said. -

Indigenous people were tor-
tured or killed by hired gun-
men for their lands and this
was often done with the tacit
support of the authorities, the
report sald.

But it was not only third
world countries which were
criticised in the report.
Aborigines in Australia were
arrested at a rate 29 times
higher than that of other
Australians, and reports of
police harassment were
widespread. :

OLLOWING 2 month of

combat training, Isma-

tullah was posted as a
ghard outside a new office in
the Afghan city of Tal-
ogan - the headquarters of the
Islamic Renaissance party of
Tajikistan. However, he is
unlikely to be there for long.

He and hundreds of other
Tajiks, assisted by Afghan
laaders, plan to return to their
native coumtry. 50 miles north,
to iry to depose the former
Soviet povernment. “When the
snow melts, in about a month,
we will go back to Tajikistan
and fight,” Ismatuliah safd.

A comrade named Manon
agreed: "People think commu-
nism has been destroyed. But
they are being stupid. It is still
alive in central Asia. But if we
are victorious, it will die.”

Until a year ago, when
Afghanistan’s government fell
in an Islamic vevolution. Tal-
ogan was the guerrilla head-
quarters of Mr Ahmad Shah
Massoud, known as the “Lion
of the Panjshir". Since then,
however, Mr Massoud has
become the Afghan defence
minigter, and has opened his
capital to like-minded friends
in ex-Soviet Tajikistan. There,
the Tajiks receive uniforms,
weapons and training, along
with encouragement fo emu-
late the successful Afghan

Some 60,000 Tajik refugees have now fled to Afghanistan since the civil war began a year ago

revolt. “To stop the bloodshed
and make the region stable,
the whole world should help us
remove these bandits from
power,” said the IRP leader, Mr
Saeed Abdullah Noori, 45, 2
soft-spoken Islamic scholar
“We are asking the United

States to pressure the govern-
ment to step down and allow
the people to decide their fate
through elections.” Through
their backing for the rebels in
the year-old Tajik clvil war,
the Afghans have broadened
the conflict, atiracting foreign

military backing to both sides.
Fearing the Islamic-led rebels,
Russia and Uzbekistan have
given armour and MiG fighter
aireraft to the Tajik govern-
ment in Dushanbe.
Thousands of Russian and
troops from neighbouring

Uzbekistan are also massed on
Tajikistan's southern border,
the Amu Darya river, to block

=

Hostility toward the Uzbeks
is already apparent among the
60,000-strong Tajik refuges pop-
ulation in Afghanictan, forced
from their country as sus-
pected opposition supporters.
Tajikistan and Uzbekistan
share large populations of each
other’s ethnic groups, and
long-feared violence beiween
them could flare at any time.

A Tajik named Abdul Kahor,
for one, cannot forget how his
village of Shartus was
attacked. “Their tanks and
helicopters pushed all of Shar-

tus towards the border. Uzbeks

frem Shartus helped. Many of
us drowned in the river,” he
said. “Now we are thinking of

revenge.
The Tafik republic of Sm peo-
ple has been racked by clan
warfare since the Soviet Union
dissolved in 1991 and the
republic gained its indepen-
dence. The fighting has pitted
regional clans associated with
democratic and Islamic forces
such as the IRP against others
connected with the former
communist leadership.
hardliners finally consol-
jidated power in December,
after thousands of Tajiks died

Atfghans fuel war on ex-Soviet territory

Tajikistan’s Islamic rebels find ready allies to take on former communists, writes Steve LeVine

and 350,000 were displaced,
Including those who fled to
Afghanistan, Like all of
Afghanistan's key figures, Mr
Massoud insists he provides
only humanitarian aid to the
Tajiks. But IRP fighters in Tal
ogan said Mr Massoud’s Skura
Neozar (supervisory council),
provided their two-acre com-
pound, their military training
and weapons.

The men's crisp, Dew
fatigues are identical to those
worn by Mr Massoud's men in
the Afghan capital of EKabul
Mr Massoud has had little
choice. He is himself an ethnic
Tajik. and is not alone in sup-
porting the rebels.

Aid also comes from the
Arab-financed Afghan parties
Ittehad-i-Islami and Hezb-i-
Islami. The latter is run hy
Afghanistan's prime minister
designate, Mr Gulbuddin
Hekmatvar.

“We bave already trained
about 1,000 of them,” Mr
Mo Zaman, a Hezb-i-
Islami leader, said. “If this is
really an Islamic government,
we should help our brothers.
Most of the people who have
been irained have already gone
back to Tajikistan.”

If the Russian and Uzbek
support continues, the Tajik
rebels will face a difficult time
against superior forces.
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Ly,ng In the Mediterranean.
details contact:

No:7. 39 Tadema
Tel (44 71) 352 5

THE \WORLD'S FINEST TRADITIONAL
' _ MOTORYACHT

Built at the Kure shipyards, Japan in 1960 this classic yacht

has been suparbly mantained
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Mass
- parallel
computing.

When it comes to massively paellel One of our biggest innovations was believing
computing, it seems we've been massively ma:bigeompmsd:mﬂdbeabktémndn
sceessful. ' " same code as small compuzers (thus making

We're now on our fourth generation of applications complerely portable). Which is why
massively parallel business systems — and we're we use the samne Inte] platform for our PC's,
delivering them. servers, and massively paraflel systems - with

They say imitation is the sincerest form of up to several hundred Intel486™ processors in
flarery. the latter. )

So iv’s nice 1o note that afrer all the Another major difference: while our
years of saying it covldn’t be done, i“m competitors are working on their systems,
some of cur biggest competitors are * our systems are working for our clients.
now trying to do it. For example: @ major US financial institution

Entc}§96™ and the Intel inside lops are trademonin of Intel Corporation.

NOW IN
[ ITSIOTH |

uses one to analyse credit card repayment
behaviour, and thus credit control, on 4 million

vely

accesgible as the relephone network is today.
To provide thess, NCR’s expertise

accounts, in enterprise computing and AT&TS in global
“The first year’s benefir to the borom line telecoms have been brought together,
was §12 million — which is three times the cost To create a new kind of information systems
of buying and insrallting the computer! company.
Massively parailel procassmg is just one of For more informarion, contact your local
the technologies needed to take roday’s NCR office.
Others include global computer networks

Tinking your company, your chients and your
supplicrs, that will be a3 casy to use and as
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By Robert Thomson in Tokyo

Japan to reaffirm UN commitment

MR Kiichi Miyazawa. Japan's
prime minfster. is expected
roday to deliver a strong
reaffirmation of the country's
commitment to the United
Nations peacekeeping opera-
tion in Cambodia, as apposi-
tion demnands for an immediate
pull-out intensified.

The Japanese goveroment
has been under extreme pres.
sure since the Kkilling last week
of a civilian policeman in an
ambpush, and Mr Miyazawa has
been advised to make an
address that shows the govern-
ment is both concerped about
the safety of the peacekeepers
and is committed to the UN
aperation.

However., the National Pelice
Agency, which has responsibil-
ity for the 75 civilian police
officers sent to Cambodia, con-
tinued to argue yesterday with
the United Nations Transi-
tional Authority in Cambodia
tUntaey gver the duties given
to Japanese officers.

Officials at the NPA say Jap-
anese police, who are not car-
rving arms. have been given
wnappropriate responsibilities
such as acting as bodyguards
and. in some cases, have not
been given sufficient water or
provisions by the UN authori-
ties.

Relations between Untac and
the NPA have been strained
since about eight Japanese
police officers returned to
Phnom Penh, the Cambodian
capital, without official
approval after the killing of the
Japanese officer. The police
officers have since returned to
their posts.

A Japanese television news
programme poll of 890 people
last weekend found that 52 per
cent believe the police and 600

L

military personnel should be
withdrawn, while 37 per cent
believe they should remain in
the country.

The killing of the officer has
stirred debate over whether
the conflict in Cambodia now
fits the Ave principles which
supposedly govern Japanese
participation in international
peacekeeping operations, One
of those principles is that a

ceasefire agreement is in place,
and opposition parties say the
Cambodian ceasefire has col-
lapsed.

Meanwhile, a six-member
advance party left Tokyo yes-
terday for Mozambique, where
48 Japanese military personnel
are due to assist in another UN
operation.

The other members of the
group are due to leave before

French UN commander Capt Michel Jourdan with militiamen after a Ehmer Rouge attack near Puok in the north-west of Cambodia

the end of this month and will
co-ordinate transport
operations.

@ Mr Goh Chok Tong, Singa-
pore’s prime minister, vester-
day suggested that China will
not be a significant military
threat to the region over the
next five years, but he warned
that the couniry's rapid eco-
nomic growth could be accom-
panied by an expansion of mili-

tary ambitions in about 20
vears' time.

In a meeting with Mr Toshio
Nakavama, the director-gen-
eral of Japan's Defence
Agency. the prime minister
said that the US-Japan-China
triangular relationship had
10 remain stable 1o ensure
that China had no incentive
to build up its militarv capabil-
ity.

Thai toy factory fire toll rises above 200

day's fire was first noticed.

The iragedy has reminded Thais of
the price they sometimes pay for an
“economic miracie™ based on export
industries and cheap labour. Hmdreds
of thousands of Thais have flocked to :
the Bangkok metropolis from poor
rural areas to work as Jabourers, maids |
or prostitutes.

Corruption is widespread among low-
paid government officials, and environ-
mental and safety siandards are often
poorly enforeed.

By Victor Mallet and
William Bames in Bangkok

MORE THAN 200 workers. most of
them women, were killed by afire in a
toy factory on the outskirts of Bangkok
on Monday night in one of the world’s

worst industrial accidents.

Thai officials said hundreds more
were injured and taken to hospital suf-
fering from burns, smoke inhalation
and limbs broken from jumping from

the banilding's upper floors.

Many of the dead were found piled
up at ground-floor exits or crushed
under a collapsed staircase.

Mr Chavalit Yongchaiyudh, the Thai
interior minister, said yesterday as
more bodies were unearthed from the
wreckage that he was establishing a
committee to investigate the cause of
the fire, the state of the factory build-
ings and its manufacioring processes.

The factory was operated by Kader
Industrial (Thailand), a sabsidiary of
Hong Eong’s Kader Holdings.

show.

It produced stuffed and plastic toys.
including Babar the Elephant and char-
acters from the Muppets television

Np outside fire escapes were visible
in the wreckage of the three buildings
which were destroyed, or on a surviv-
ing four-storey building where the toys
were stuffed with foam.

Workers who escaped the blaze said
there had been earlier fires at the fac-
tory. They also said supervisors toid
them te stay at their posts when Mon-

Whale
sanctuary
vote set
for today

By Robert Thomson

A CONTROVERSIAL proposal
for a whale sanctuary iu the
southern oceans is due io be
voted on today by the [nterna-
tional Whaling Commission,
whose members were bitterly
divided vyesterday over
whether the proposal has
“seientific merit™.

French delegates, aware thai
an original proposal for an
indefinite sanctuary would
fail, now propose that the
IWC, holding s annual meet-
ing in Evoto, should introduce
a 50-vear sanctuary which can
be reviewed im 2003.

However, Japanese officials
said the proposal, which needs
approval from a three-quarters
majority of the 32 connmes_ _
represented. was “unscienti-
fic™ and bevond the brief of
the IWC. They were confident
of mustering at least 10 votes,
which wounld be enough to
defeat the proposal.

The sanctuary, which has
support from the UK, the US
and Australia, would cover the
area south of the 10th paraliel
in the warers around Antare-
tica. It would apply to zll
whale species, thongh it may
not necessarily include the
“research whaling™ cwrrently
conducted by Japan. which
takes about 300 whales a year
in the region.

Japanese officials said the
IWC had estimated that there
were about 760.000 minke
whales in the southetn oceans.
One representative said Japan
was likely to receive support
from a range of countries
inclading Sweden and Mexico.

While the ITW('s scientific
committee found that the pop-
ulation of minke whales is
large enough to allow limited
catches, the committee also
condemned Japan for the har-
vesting of striped dolphins in
its coastal waters.

The committee advised last
vear that there should be an
“interim halt in all direct
catches of striped dolphins™,
bui Japan admitted at least
1,000 striped dolphins were
taken in 1992, and harvesting
was continning this vear,

agree on
HK land sale

By Simon Holberton
in Hong Kong

ANGLO-CHINESE relations
briefly returned to normal yes-
terday when British and Chi-
nese officials agreed to the
release of 1278 hectares of land
for sale in the 1933-84 financial

vear.

Included in this year's land
disposal programme is 45.59
hectares for the Black Point
power station, located in the
New Tarritories, which is due
to come on stream in 1996. It
will be fired by natural gas
piped from a gas field near
l[man— Island.

The resuit of the meeting of
the Sino-British land commis-
sion cheered the Hong Kong
stock market. The Hang Seng
Index rose 102.74 points to end
the day at 6,841.97.

However. British officials
cautioned against too much
optimism. Although the agree-
ment was greeted with a mea-
sure of relief, they pointed out
that China benefijted directly

from Hong Eong land sales and
that it had no interest in
undermining the colony’s prap-
erty market.

Under the terms of the 1984
joint declaration, half of the

of land sales in Hong
Eong accrug to the colony's
post-1997 government. A spe-
cial fund set up to manage
those proceeds has accumu-
lated revenues in excess of
HK$80bn (£6.6bn)-

Still left unresolved by ves
terday’s meeting was the
future development of the colo-
ny's container port. .

Last vear the land cormis-
sion approved the release of
land for the minth contziner
terminal, but China rescinded
the agreement in retaliation
for Governor Chris Patten pub-
licistng his plans for wider
political participation in the
colony.

The land commission was
due to meet in March. It was
ecancelled by the Chinese
because of the row over Mr
Patten's plans.

‘West Australian a

politician charged

MR RAY O'Connor, a former
West Australian state premier,
was charged vesterday with
stealing and criminal defama-
tion as part of a state cormrup-
tion investigation, Reuter
reports from Perth.

Mr O’Connor, premier in late
1982 and early 1983, was
charged with one count of
stealing and two counts of
criminal defamation. He was
released on his own recogmis-
ance and will appear in court
on Friday when formal charges
will be read.

Police aillege he stole a
cheque for AS25.000 (E£11.300)
from the Western Australian
Liberal Party in April 1984 and
criminally defamed Mr George
Cash. now the Western Austra-
lian mines minister, between
March and April 1987.

If found guilty. be could face
a maximum jail term of seven

years.

Mr ('Connor succeeded Sir
Charles Court as premier in
late 1982, but his Liberal party
government was ejected from
office in February 1983 by the
Labor party under Mr Brian
Burke.

Mr Burke also faces criminal
charges in a separate case and
will stand trial in June on four
counts related to ASI7,000 in
overseas travel expenses,

Prosecutors allege that Mr
Burke, who was later Austra-
lian ambassador to Ireland.
claimed the expenses even
though the travel was paid for
by the state.

They say that he wused
the money to repay an over-
draft.

SUTCLIFFE
CATERING

better shape.

f the cost of providing staff catering 1s eating too much
into your profits, here’s a Guide that will help you get into

EVERY FINANCIAL DIRECTOR
NEEDS TO SHED A FEW POUNDS

THE QUALITY PARTNER

argamisations.

‘Cutting the Cost of Staff Catering' explores every facet of eating
at work - an issue that extends far beyond the cost of the food.

The_Guide looks at ways to save money on management and
administration, by revealing many of the hidden costs of catering
that impact onto other departments.

!t also demonstrates how to reduce food purchasing costs,
improve services and increase staff usage, generating extra
revenues to offset overheads.

Not least, it points out your own legal obligations as a director
with regard {o health and safety.

This publication brings to your desk the vast experience of
Sutcliffe Catering, one of Britain's leading food service

To request your personal copy, simply complete and post or fax
the form below and equip yourself with the means to shed pounds

off the real cost of providing catering.

| would like fo request a copy of ‘A Director’s Guide - Cutting the
Cost of Staff Catering'.

Name

Position

Organisation
Address

Postcode

Telephone

Nature of business
Number of employees  100-250 O

Don Davenport, Group Managng Omector
Sutcifte Caterng Gooup Limited,
Portland House, Church Road, Aldermastan, Reading RG7 4XS Fax; 0734 810155

2505000 500+

o
oy S
[
. [ 2 A

Fll'
-
g
- P




N\“:\\\
‘hlna *

FINANCIAL TIMES WEDNESDAY

MAY 12 1993

—

-]

NEWS: WORLD TRADE

Japan mounts
offensive op

trading rules

By Michiyo Nakamoto in Tokyo

JAPAN has fired a i
explosive shot into &m
batlle over trade with its key
trading partners by accusing
them of unfair trade practices
In a report released by the goy-
er%:lllmnt yesterday.

ne report from J .
which is often on the rec:i?r?:g
end of criticism about its trage

" practices, aims to counter a
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widespread perception that it
is a frequent vialator of inter-
national trade rules. Tt bigh-
lights the extent to which
Japan’s top 10 trading part-
ners, which are members of
the General Agreement on Tar-
iffs and Trade, also resort to
unfair irade practices.
The_advisory committee to
the Ministry of International
Trade and ndustry, which pre-
pared the report. explains itg
purpose as being to adopt “an
impartial approach to unfair
trade practices by using inter-
nationally accepted rules. ..
[and] to encourage mutual
efforts to cope with unfair
Irade policiezs by recognising
that all countries employ such
poﬁcieqland measures to some

It is the most comprehensive
official response by Japan to
recent criticism by its trading
partners of the country’s mas-
sive trade surplus and the
underlying suggestion that the
surplus is due to practices that
do not conform to interna-
tional rules.

The report also contains a
strong rebuttal of the new US
administration's position that

Japan’s stubborn trade surpius
can only be reduced by seeking
measurable results in opening
its markets to foreign products.

A resulis-oriented policy pot
only lacks cbjectivity, it mis-
takenly links trade imbalances
directly with inadequate mar-
ket access, the report states.

_The US, which recently iden-
tified construction. architec-
tural and engineering services
as areas in which the Japanese
government discriminates
against foreign suppliers,
comes in for heavy criticism
for its tendency to take unilat-
eral action in retaliation for
what it considers unfair trade
practices. This, Japan says, is
counter to the spirit of multi-
lateral irade forums and count-
er-productive.

“The US is without parallel
in imposing measures that
force its trading parimers to
abide by unilateral judg-
menis,” the report states. “In
our view, the unilateral
approach often only impedes
the settlement of problems that
are appearing. . . in the interna-
tiona! economy.”

The report concludes that
multilateral forums and inter-
nationally accepted rules are
the best way to resolve trade
disputes and recommends that
the Gatt dispute settlement
mechanism be used “whenever
necessary and feasible™.

To that end. a successful
conciusion of the Urugunay
Round is crucial to ensure
compliance with Gatt recom-
mendations and to prevent um-
lateral measures being adopted

US farmers give
warning on Gatt

By Nancy Dunne

In Washington

THE American Farm Bureat,
the most consistent advocate
of farm trade reform within the
Uruguay Round, is warning
that the US agriculture lobby
may withdraw its support i US
negotiators accept EC offers on
market access for commodities.

Today US and EC agriculture
negotiators in Washington ave
scheduled to start the final
push to get agreement before
the leaders of the Gromp of
Seven industrialised countries
meet in July in Tokyo. .

Mr Dean Kleckner, president
of the Farm Bureau, has trav-
elled thousands of miles during
the seven years of the Round
negotiations, accepting what
he says is increasingly less for
the US farm sector as the EC
has proved iniractable on con-
cessions.

However, the final straw
could be Wha;t tlgremlgeckn_er
calls “padding s tariff
equivalepts™ under the tariffi-
cation process, which converts
quotas into tariffs.

The Dumke! draft for a final
act to the Urnguay Round, pro-

poses that Gatt countries grant
increased market access of 35
per cent. According to Mr
Kleckner and Mr Paul Drazak,
also of the Farm--Bureau, the
French are pushing for a settle-
ment which could actually
reduce market access in prod-
uects which already have more
than 85 per cent.

They say tariffs would
remain the same while prices
under the Common Agricul-
ture Policy are reduced This
would increase the percentage
of the total price covered by a
tariff, increasing the price gap
between EC products and the
prices of foreigm com-

petitors. .
Other US farm groups have
grown disillusioned with the
Gatt talks, particularly as it
hag become clear that no
ini ion would be able
to convince the EC to to phase
out al! subsidies. They say the
US gets little from the 20 per
cent reduction in domestic sup-
ports already negotiated; th‘:
roposed agreements oo cul
Pm export subsidies and food
_gtandards will be useful but

does not inspire much enthusi- | g

MOTORWAY DISPUTE
Thailand reneges

on $1bn

wv&wmhmkok

A DECISION by the '1‘*:;;
government to ienege on
terms of a $lbn (£836m) ele-
vated motorway contract for
Bangkok just as the road Is
due to open has outraged for-
gign and local investors, and
threatens o undermine efforts
to finance future 1

Thailand.

Foreign and Thai banks
which bave committed the
equivalent of Bt20bn (£513m) to
Bangkok Expressway Co Ltd
(BECL), the construction con-
sortium led by Kumagai Gumi
of Japan, are due to meet in
Hong Kong today to discuss
the inereasingly bitter dis-

pu'ieel{e banks have suspended
loan disbursements to BECL

gince March :
BECL signed the 30-year con-
tract to build and operate the
road with :111:; Rsata_:ieﬂ“e%
Expressway pid Traps!
Authority of Thailand (ETA) ID
1888

BECL consortinm members
and lenders now accuse both
the ETA and the Thai gover®:
ment of breaching the contrac
on a mumber of counts - :n
particular hl!f Te*'}’-"'“‘g 0
charge the toll fees lor ’
ists clearly specified in the con

ct. . ;
m’[‘he expressway dispute 18
regarded as a vital test-case
because Thatland Is expected

contract

to seek billions of dollars in
- credits in the next few years
far_much—neededinﬂ-ash'uculre

ects.
prg]angkok is probably _t.he
most traffic-congested capital
in the world there are three
elevated raitway projects
planned for the city worth a
total of about $7bn.

Eleven Thal banks agreed to
provide up to Btl5bn in credit
facilities for the new express-
way and several of them also
have equity; a group of 31 for-
eign banks, led by DEB Asia,
LTCB Asia, Crédit Lypnnals
and Natiopal Westminster,
agreed to lend the equivalent
of Bi5bn; and the Asian Devel-
opment Bank provided $40m
in long-term credit and

nity.
eq“ was regarded as a commer-
cial »build-operatestransfer
project — one of the first in
Thafland - and there were B0
government guarantees or sub-
sidies. Predietable cash flow
as specified in the con-
tract is therefore seen a8 vital
by the lenders and investars,

The worst blow to BI_ECL
came when the cabinet decided
unilaterally last montih to
im| a 20-baht toll fm

the expressway &
&Tégad of the contracted 30-
baht fee, apparently because it
feared opposition from Palang
Dharma, one of the Bangkok-
hased political parties n the
coalition government.

T IS the businessman’s night-

mare: news that supplies for his

factory are delayed by port con-
gestion coincldes with a power failure
which shuts his plant, resulting in a
default on important orders. An gver-
loaded telephone network foils all
attempts to contact clients. Tired and
ont of pocket he heads for home, only
to get stuck for hours in a traffic jam.

It is on the cards in Indonesia,
south-east Asia's largest country,
where existing infrastructure creeks
under pressure of the weight of rapid
industrialisation. In jts 1992 country
report, the World Bank estimated that
more than $70bn (£45.4bn) of invest-
ment in power, telecommumications
and transport would be needed this
decade.

Many businesses have seen it as an
opportunity to offer private sector
participation lp infrastructure pro-
jects. Their first proposals, however,
have suffered mixed fortunes, placing
in doubt forecasts that the private
sector could provide $25hn in invest-
ment before 2000.

In 1990, Trafalgar House of the UK
was close to agreeing a $350m Build,
Operate and Transfer (BOT) toll-road
project to conneet the cwrrent motor-
way system of Jakarta, the capital, to
the city of Bandung, 60 miles south
east.

The coniract, however, was not

sipned. The main stumbling block
was an Indonesian law that road tax-
iffe can only be set by presidential
decree. Although some private sector
toll-roads have been constructed by
Citra Lamtoro Gung, a local company
headed by President Subarto's eldest
daughter, foreign banks are reluctant
to provide finance unless state
controls aver tarifis are eased.

One project that looks likely to pro-
ceed with private sector participation
is the launch and cperation of two
telecommunication satellites. Last
month, to the surprise of some gov-
ernment ministers, a $128m contract
for the satellites was signed between
Hughes Aircraft Company of the US
and Satelindo of Indonesiaz

Satelindo is 40 per cent owned by
two state enterprises and 60 per cent
by Bimagraha Telekominido, a pri-
vate company headed by Mr Bambang
Trihatmodjo, President Subarto’s sec-
ond son. Satelinde won the right to
own and operate the satellites with-
out an open tender, angering donors
who bhave committed millions of dol-
lars to the telecommunication sector.

Ministers say the deal's financing is
still uncertain, altkough Mr B J Habi-
bie, the technology minister, may
have used an invitation to the US
Exim Bank last week to lobby for
export credits. Indonesia’s state afir-
craft company, [PTN, which is run by

K T e B -
Jakarta's port: the old amid delayed plans for the new

Mr Habibie, is expected to build com-
ponents comprising up to a third of
the satellites’ value.

Brokers say Satelindo is plamning a
Rp700bn {£215m) bond issue next year
and will need Rpl,460bn in financing
over the next fve years.

Lesg likely to succeed is a private
proposal to enlarge Jakarta's main
port of Tanjung Prick. In 1990 the
state-owned port authority looked at
options for expanding the existing

container facilities, with a capacity of
about l.lm TEU (206t equivalent
units) containers, to accommodate
demand of 1.5m TEU by 1906 and 24m
TEU by the end of the decade.
Donors say a BOT proposal was
received from a consortium led by the
Humpuss Group of Mr Hutome Man-
dala Pulra, President Suharto’s
youngest son, and including Mitsui of
Japan and P80 of the UK. The pro-
posal was accepted, without resort to

open tender, in June 1991,

The project, however, required the
resetilement of nearly 40000 people
from a slum area. Concern over how
this would be achieved and problems
n financing the high cost of the con-
sortium's proposal - the civil works
alone came in at $200m - have hin-
dered progress.

Ministers say the consortium’s
potential financial backers have with-
drawn and an alternative project is
likely to proceed under state owner-
ship with funds provided by interna-
tional donors. Sufficient new capacity.
however, may not be installed in Hie
to prevent shipping companies

i to cover delays
in using Tanjung Priok.

Problems in finalising private sec-
tor deals have also hit power sector
proposals. Twelve months ago Mis-
sion Energy of the US received gov-
ernment approval to build, operate
and own two 600MW units of the Pai-
ton power complex, worth $2bn, after
a two-year battle by indonesia’s
Bimantara Cira Group. also owned
by Mr Trihatmodjo, to win the con-
tract.

Bimantara Citra has since joined up
with Siemens of Germany to bid.
without apparent competition, for a
farther two 800MW units at Paiton.

Project officials say Mission Energy
currently has a 36-member negotia-
ting team in Jakarta and talks are at
an advanced stage.

There is much resting on the nego-
tiations. As one government official
noted: “Everybody is looking to Pai-
ton. It will set the standards for the
future.”

Buying an end to Indonesia’s logjam
William Keeling on a tortuous | o
route to better infrastructure

Taking the world view.

Frem the begimning, Airbus indastrie’s clear visien of the werld's air franspest needs has guided its lsng-term busiaess sirsiegy. The result teday is a 30% share of the civil aviation
market with mors than 199 alriine castomers, izcluding most of the major flag-carriers. The constantly evelving Airkes family of aircraft, which includes both the higgest twin-aisle twin
and the longest range airliner iz aviatien histery, can mow fally meet customers’ range and capacily reguirements: a salid base from which to extend our werld view well ints the future.

2 AIRBUS INDUSTRIE
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Clinton set
to back off
on tax credit

By George Graham in
Washington

PRESIDENT Bili Clinton
yvesterday tried to regain
momentum for his economic
programme by appealing to
voters in middle America
to help him take on the
“powerful lobbyists” who are
heginning to line up against
his proposals.

But as he spoke to high
schaool students in Chicago, the
White House was already pre-
paring to give ground on one
important element of the pack-
age, agreeing to abandon its
proposal for an investment tax
credit and instead to aceept a
lower increase in the corporate
income tax rate than it had
originally requested.

The investment tax credit
has featured in Mr Clinton's
economic programme ever
since last year's election cam-
paign, but it has never won

much support from either busi-
ness or Congress.

The proposal included a per-
manent credit for businesses
with sales of less than $5m
(£32m), as well as a temporary
two-year credit for larger busi-
nesses, intended to stimulate
the économy in the short run
and encourage cempanies to
create new jobs.

Together, the twg credits
were expected to cost $21bn
over five years, but critics said
they would at best only bring
forward invesiments that
would have been made in any
case.

Businesses have generally
sald they would prefer a lower
tax rate. The administration,
which at first had tried to
replace the investment tax
credit with other business
investment incentives, now
seems likely fo accept a
corporate tax rate of
35 to 355 per ceat,

UNDER PRESSURE: Clinton takes his programme

instead of the 2 percentage
point rise to 36 per cent it had
originally requested.

Mr Clinton has been caught
in a cleft stick over his tax bill
as the first flush of Democratic
unity behind the new president
has faded.

Flexibility on points such as

i

the investment tax credit is the
necessary price for stronger
support in Congress for the
overall plan, but every sign of
that flexibility only goes to
encourage more members of
the LIS Congress to press their
own private amendments,

The proposed new energy tax

tothepenpleoi'om

is a particular target for

Mr Clinton, bucyed by two
days outside the confines of
Washington, expressed confi-
dence that he could still drive
his legislative agenda throtigh
Congress, with the help of
renewed backing for his plan

from the voters.
“All I have to do, I think, is
go out here and ask them to

help me sell it because
the American people want
something done about the
deficit. They want something
done about the economy,”™ Mr
Clinton said.

Armed forces’ discontent
worries Peruvian leaders

By Sally Bowen in Lima

RUMBLINGS in Peru's armed
forces have prompted coup
rumours twice in little over
two weeks, again calling into
question the political stability
of President Alberto Fujimori’s
administration.

Army discontent is not
directed at the president. On
the contrary, apart from the
usual complaints about pay
ievels, the military, like most
Peruvians, broadly support the
government's economic and
counter-subversion strategy.

But sectors of the military
have grown increasingly hos-
tile to two of Mr Fujimori's
closest rollaborators: armed
forces chief General Nicolas
Hermoza, and Mr Viadimiro
Montesinos, the president’s

intelligence adviser and confi-
dant, who control internal
armed forces promotions.
General Rodolfo Robles, who
untll recently ranked number
three in the army hierarchy,
has aileged the two men were
implicated in a paramilitary
death squad. He claims that
they were directly responsible
for several recent disappear-
ances and extra-judicial kill-

umgs. '

Before making his allega-
tions late last week, Gen
Robles took refuge in the US
embassy in Lima with his fam-
ily, claiming their lives had
been threatened. He has since
been flown to Argentina where
he is continuing to call for the
removal of both Gen Hermoza
and Mr Montesinos “for the
heaith of the nation™.

Gen Robles, who this week
was stripped of his rank, is
widely respected for his
defence of human rights.

The accusations were imme-
diately denied by the govern-
ment. Mr Fujimori, in a series
of television appearances at
the weekend, did his best to
limit the damage and pledged
support for both aides. He said
that recent successes against
guerrilla organisations proved
the “efficiency™ with which
Peru’s armed forces and the
national intelligence service
were operating.

However, the accusations are
likely further to arouse inter-
national alarm. The Clinton
administration has made it
clear that human rights will be
the cornerstone of future pol-
icy in Latin America.

Quebec nationalists fight
to retain French-only law

By Bemnard Simon in Toronto

FRENCH-speaking nationalists
in Quebec are secking to
mount a campaign against pro-
posed relaxations of the prov
ince’s French-only language
law. .

Premier Robert Bourassa's
Liberal government has tabled
legislation which would over-
twn a 15year ban on the use
of English on outdoor commer-
cial signs. and abolish the
Commission de Protection
de la Langue Francaise,
nicknamed the “language
police™.

The draft legislation, inown
as Bill 86, also makes modest
concessions on the use of
English and other languages in
education by exempting some
immigrants from attending

French schools and allowing
English immersion classes at
French schools.

Bilingual signs and immi-
grants’ language rights are
sensitive political issues in
Quebec. Nationalisis are expec-
ted to depict the latest propos-
als as Aurther evidence of the
threat to their island of French
culture in English-speaking
North America. About 80 per
cent of Quebec’s 7Tm residents
are French-spezking.

The fuss over Bill 86 is not
expected to have a lasting
impact. The Liberals have a
large majority in the national
assembly, and Mr Bourassa's

ity is high following a
successful battle against
skin cancer earlier this

year.
Bill 86 is likely to be on the

statute book by the end of
June, well ahead of the cam-
paign for the next provincial
election, which must take
place before autumn 1594

Meanwhile, suppoit appears
to he waning for the Bloc Que-
becois, the federal wing of the
separatist Parti Quebecois.
Judging by recent opinion
polls, the BQ will capture no
more than 2530 seats - and
possibly fewer — in the coun-
trywide general election later
this year.

Mr Rabert Keaton, president
of Alliance Quebec, which rep-
resents the interests of the
province's anglophone commu-
nity, said that Bill 86 “sends a
positive message that there's a
legitimate place for the
English-speaking community
in Quebec.”

By Christina Lamb
in Aio de Janelro

THE FUTURE of Brazil's latest
finance minister hung in the
balance yesterday as President
Ttamar Franco ca“;ne clénl:ig
mounting pressure to sa

over KT irregularities con-
cerning $123m (£80m) in loans

_ to Ecuador and Peru.

Mr Elisen Resende, who has
been at the heim of Latio
Ameriea's largest economy for
just six weeks, is under fire for
allegedly favouring his long-
time former employers, con-
struction group Norberte Ode-
brecht, by approving govern-
ment project financing of
$115m to Peru and $18m to
Ecuador. The financing, which
enabled Odebrecht to win vari-
ous infrastructure contracts,
was approved against the
recommendations of the cen-
tral bank

Yesterday newspaper editori-
als, business representatives
and even the president's politi-
cal allies were clamouring for
Mr Resende's dismissal. Mr
Franco cancelied all his
appointments and summoned
Mr Resende, who has denied
any impropriety over the
loans, to explain himself.

Mr Franco is in a delicate
position. Assuming office after
the impeachment of President

By Christina Lamb

TALKS reopened yesterday
between Brazil and the full
committee of its foreign credi-
tor banks over a deal to
restructure the country’s $4¢bn
{£28.5bn) commercial debt.

Mr Pedro Malan, Brazil's
chief debt negotiator, said in
an interview before the talks
that the main item on the
agenda would be redrawing the
balance of debt conversion
options made by the banks in

Brazil may
lose another

finance chief

Fernando Collor on corTuption
charges, Mr Franco has made
honesty the hallmark of his
administration and ecannot
afford to retain ministers
whose integrity is in doubt,
particularly in the key portfo-
lio of {inance. .

However, in the lasi eight
months Brazil has got through
three finance ministers and
two central bank governors.
Last Friday Ms Yeda Crusius
resigned as planning minister.
complaining that she had not
been consulted over the coun-
iry’s economic plan.

Another change would fur-
ther damage government creds-
bility and heighten economic
instability, pushing inflation
beyond its ewrent level of 30
per cent a month. .

Mr Aldo Lorenzetti, a direc-
tor of the powerful Sdo Paulo
Federation of Industries
{Fiesp), said: “We can't just
keep changing ministers left
right and centre”.

A change would also harm
international negotiations. At
the last round of talks with the
International Moneiary Fund
two weeks ago, Mr Michel
Camdessus, IMF managing
director, said: “It would be nice
if a Brazilian ecopomic team
stayed in place long enough for
us to understand what they are
trying to do.”

Talks re-open over
$44bn commercial debt

February.

The banks chose heavily in
favour of the par hond option,
an instrument fully gpuaranteed
for principal and one year's
interest and consequently the
most expensive for Brazil The
banks wanted 64 per cent of
the total stock of debt in that
aption.

Mr Malan said this has
dropped to 59 per cent after
concessions by big banks, but
it far exceeds the 40 per cent
maximuwm desired by Brazil.

““During the week I design pumps and mixers

that protect rivers and lakes from pollution.

ITT AUTOMOTIVE

Hialmar Fries has a passion for canoeing and for the past 28
years he's been giving back to his favourite sport as an inventor

and designer at ITT Flygt
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Alcate! Alsthom, makes us a global, US. $220 billion enter-
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* Nadir blames

UK for

failed

Tuarkish bid

BYJohnMurray
in Kyrenia Brown

MR ASIL Nagir eate
blamed the Britisg Forl:;g
Ot;ﬂceforthecollapseofalast
minute Turkish rescue bid
which ultimately forced Polly
Peclr. International (PPI) into
tration in October 1990,
The former PpI chairman,

who jumped bail to fee to

northern Cyprus last week
said a credit package from
Turkish state banks was ready

- to be signed, until Mr
-H“Id-fmﬂcrehry%

N

vened.

Speaking for the first time
about the role Presigent Tur
gut Ozal’s government to sal-
vage the group, Mr Nadir said:
There were lots of unan-
swered questions™ ahout the
the role of the Foreign Office,

“When the Turkish govern-

ment tried to help a British
public company, there should
only be gratitude from Britain
not a threatening telex from
the foreign office,” Mr Nadir
Said vesterday.
Mr Nadir described the UK
govemment intervention as
“more crude than Hitler's mes-
sage fo Chamberlain. It was
none of their business to
behave in that manner”.

In October 1990, just before
the administration order took
effect, three Turkish banks had
pIedgedﬂ ?tmm in another res-
cue effort, accordi
N;Irdgl'. ding to Mr

e creditors, however,
mﬂ!sed_ to brovide “a sensible
standstill period™ to waive the
repayments on the PPI debts,
and the Initiative collapsed.

There was one last attempt
to hg.lp Mr Nadlr, when it came
to his bail money after he was
arrested on December 15 1990,
charged_with theft and felse
accounting. President Qzal
;ﬁ:a iznhs.:gted the state

an to put u
of the £3.5m. peL P part

Separately, Mr Ramadan
Guney, a north London busi-
nessman, put up £lm. Asked
what he planned to do about
those who stood to forfeit
money pledged as bail, Mr
Nadir said yesterday that his
“supporters will be able to han-
dle any situation and nobody
will be hardshipped”.

Mr Nadir will a have chance
to test his support in Turkey if
he retwrns, as planned, to
reclaim some of his assets.
However with the death of Mr
Ozal on April 17, he may find
Turkish officials less receptive
to his overtures.

BA managers told to
reassure staff over cuts

By Paul Betts in Mexico City

MR ROBERT Ayling, group
managing director of British
Afrways yesterday wrote to all
BA managers tefling them to
inform all its 45,000 UK
employees it would do every-
thing it could to safeguard jobs
in Britain.

However, the lettar warned
that the flag carrier will con-
tinue cutting costs of loss-mak-
ing UK operations as the only
alternative to closure or dis-
posal of troubled businesses.

BA is currently facing the
threat of industrial action from
its pilots, cabin crews and

ground staff. The unions fear
this strategy could be the start
of a broader policy to reduce
pay and conditions throughout
the company.

The letter from Mr Robert
Ayling, BA’s group managing
director, reflects the airline's
growing concern that it may
face mounting industrial
action. [t believes union posi-
tions are hardening over iis
globalisation strategy and its
efforts to create low-cost sub-
sidiaries for its UK regional
services and the Gatwick-based
European operations it
acquired from - Dan-Air last

. year.

Shipyard’s
future at
risk after
losing order

By David Whits,
Defence Correspondent

THE FUTURE of the
long-established shipbuilding
indnstry on Tyneside, north
east England, was placed in
jeopardy yesterday when Swan
Hunter lost its bid for a vital
contraet to bmild a 29,000-
tonne helicopier carrier for
the navy.

The contract, believed to be
worth about £170m, has gone
instead to VSEL, the subma-
rine yard at Barrow-in-Fur-
ness, north west England, in

surprise decision as “poten-
tially inai™.

Mr Jonathan Afiken, defence
procurement minisier, said the
VSEL bid wen “by a very sab-
stanﬁglmargm‘ of more than

The plan for a helicopter
carrier was thought likely to
be dropped in MoD budget cuts
bul was revived in March.

The ship, to be called
Ocean, is designed to carry 12
helicopters, capable of landing
several hundred Royal
Marines. This role was for-
merly assigned toc HMS Her-
mes, sold to India in 1986.

Swan Hunter was hoping to
secure subsequent contracts
for two large assault ships,
worth about £200m each.
Work on current orders — com-
pleting three navy frigates —
will ron out next year.

The yard at Wallsend
employs 2,200, compared with
4,500 when it was privatised in
a management buyout in 1986.
Since it opened in the 1870s, it
has constructed 2,700 ships.

Technology limits road pricing plans but permit system still possible on motorways

By Richard Tomkins, Transport
Comrespondent, in Gothenburg

MR JOEN MACGREGOR.
transport secretary, yesterday
firmly. ruled out the introduc-
tien of pay-as-yougo tolls on
Britain's motorway system for
at least five years.

He Jeft open, however, the
possibility that money could be
raised from road users earlier
than that by requiring them to
buy and display an annual per-
mit if they wanted to use the
motorways.

Mr MacGregor is shortly
expected to publisk a copsulta-
tion paper setting out the
options for raising more money
from moterists to help finance
the government's £19bn road-

building programme.
Yesterday he visited the
world's most advanced experi-
ment in road pricing technol-
ogy at a test site in Gothen-
burg. Sweden, to see how
charges could be eollected elec-
tronically from motorists using
roadside beacons that debit
charges from devices inside
their vehicles.
But Mr Jonas Sundberg,
senjor researcher for Sweden's
Transport Research Institute,
told Mr MacGregor that even
when the technology had been
fully developed, it conld not be
introduced nationally in
Britain until at least 1998
hecause of the time it would
take to fit the devices io the
country's 26m vehicles.
Mr MacGregor has already
ruled out the idea of collecting
charges through Continental-
style toll-booths because they
would slow traffic- down and
take up too much land.
That leaves annual permits
as the only short-term measure
available.
Mr MacGregor conceded that
electronic road tolls could not
be introduced in Britain for at

least five years. “I have cer-
tainly been told by all the
experts [ have spoken to so far
that the first feasible moment
is 1998." he said.

But he added that electronic
road tolling was not an issue
that could be rushed.

“You have to have a political
debate, you have to decide
whether you take up this
option, you have to get legisla-
tion for it and you have to pre-
pare for it.”

Mr MacGregor sald the per-
mit system was a possible
alternative. “There is a discus-

sion about that in the green
paper, (consultation document)
but there is a lot of difficulty
about it because it doesn't
have the flexibility of the elec-
tronic system. It would be fea-
sible and technologically possi-
ble, but you would have to iron
out a lot of practical prob-
lems.”

One of the chief objections to
a permit system is Iikely to be
the difficulty of reconciling it
with privately built toll roads,
which the government is keen
to encourage.

Drivers would be reluctant

Britain's motorway drivers may [ace the introdaction of a permit scheme fo help finance the UK’s £19bn roadbuilding programme

to pay tolls on privately built
roads if they had already paid
for a permit to use the state-
owned motorways.

One solution likely to be
explored in the green paper is
the idea of so-called shadow
toils, under which the govern-
ment would reward private
sector operators for building
motorways by paying them a
fee according to the number of
vehicles that used them.

@ A bridge rather than a fun-
nel is the option preferred by
government for the proposed
third crossing of the

Pay-as-you-go tolls ruled out until 1998

REE.
] .

Thames to relieve the notort-
ous traffic bottleneck in east
London.

Subject to planning proce-
dures. which are likely to
involve a public inquiry, the
new crossing could be com-
pleted around the turn of the
century.

A department brochure pub-
lished as part of the consulta-
tion says that the substantial
cost difference between the
£130m for the bridge at 1962
prices, and the £185m for the
tunnel elearly favoured the for-
mer.

from the famouns Cunard liner
Mauretania to the cmrent air-
craft carriers Ark Royal and
TNinstrions.

VSEL said the fobs argament
was the same whether the new
helicopter carrier weni to Bar-
row-in-Furuess or the Tyne.
The contract marks the sub-
marine builder’s retarn to sur-
face ship work after an 11-year
absence. However, under the
contract, the ship itself will be
bnilt at Evaerner Govan on

and will be turned

Clydeside
ipto a2 military vessel at VSEL.

Warnings over exports to
Iraq ‘ignored’, inquiry told

By Jimmy Bums

SENIOR military advisers
warned in the late 1380s that
the export of machine tools by
British exporters was contri-
buting to a major build up of
Iraq's defence capability, the
Scott inguiry into arms sales to
Baghdad heard yvesterday.
Their advice, however, was
ignored by the Department of
Trade and Industry and ather
government officials, according
to Lt-Col Richard Glazebrook, a
retired army officer who was a
member of a Ministry of
Defence working group which
was meant to vet export
licences to Irag. _
Lt-Col Glazebrook said that
concerp about British exports
had deepened substantially

teld of a secret povernment
decision to relax the rules ban-
ning the sale of defence-related
equipment to Iraq which was
withheld from Parliament.
According to Lt-Col Glaze-
brook this led in practice to
sensitive export licences being
allowed to acctunulate, only to
be approved virtually without
restrictions by the Dapartment
of Trade and Industry which
overruled the advice of some
Ministry of Defence officials,
Lt-Col Glazebrook said his
concern and that of other mili-
tary advisers in the MoD work-
ing group “crystalised” in June
1980 after the group suspected
that a number of machine tool
export licence applications had
“The more applications were
uncovered the more [ realised
that this was a can of worms,”

" Arms Industry® was ever used

Lt-Col Glazebrook said. His
concern was the subject of a
detailed memorandum which
was among the documents the
government iried to suppress
“in the national iterest™ dur-
ing the trial of three former
directors of the Coventry-based
machine tools manwfacturer
Matrix-Churchiil

The trial collapsed before the
document titled ‘British Assis-
tance to the Emerging Iraqi

in court.

But vesterday it was read
virtually in full by the counsel
for the inquiry as part of the
evidence Lord Juctice Scoit is
accumulating about the extent
the government may have
breached Iits own original
guidelines governing defence
exports to Jraq.

The hearing continues today.
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The 1880s were eventful vears for travel, the arts,

and social change.

Thev also marked a new chapter in international
fradP—thanks, in part. to the timely opening of Bank of

Tokyo's office in London in 188].

Bank of Tokyo has heen serving companies with a

global orientation ever since.

This called for constant innovation in
industrialized «nd developing markeis—including the
establishment of the first Japanese banking presence in
cities like Berlin and Moscow, among others.

Today, Bank of Tokyo has 30 offices in Europe and
a kev role in evervthing from forex and capitd markets, w0
custody and business promotion—especially on behalf of
companics moving into our home market, Japan.

For proven skills in international markets, look to

Bank of Tokyo.

Our world of experience is at vour service.

&) BANK OF TOKYO

e [Inwame, Tn"_fu I N7
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The St. Gotthard Tunnel cuts through the Swiss Alps.
Froedom of the prress is established in France.

Imjnessionism sends the art world reeling.
Bank of Tokyo opens its first
office in Europe.

Network in Europe: Laonduon. Puris, Brussels,  lamuyg. Divwellor, Framkfurt, Mikan. Maekricl. Bareelonz, Lishon. Vienna, Moswess . Berlin, Zurich.
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Tory rebels
hope to win
tax break

for shipping

By Alison Smith

TORY backbenchers will twrn
the heat on government minis-
ters over a further issne today
as sepior Conservatives renew
calls for extra help for the UK
shipping induasiry.

Sir Giles Shaw, a former
trade minister and a member
of the powerful executive of
the 1922 commitiee of Tory
rank-and-file MPs, has pro-
posed a change to the Anance
bill to give the shipping induos-
try 100 per cent first-year capi-
tal allowances.

Other senior Tories bhave
signed up to his amendment,
and the opposition is also
expected to give them support
in the debate late tonight.

On Monday, a rebellion of
rank-and-file Conservative
MPs over the plans to extend
Valoe Added Tax to domestic
fuel cut the government's
majority to just 10.

The MPs involved are still
finalising tactics. If they do
not press the matter tonight,
one option is to return to the
issue at the next detailed dis-
cassioz of the badget later in
the summer.

The government is expected
te stick to its previons
response saying that ministers
stil] believe it would be diffi-
cult to justify the tax brealk.

Major under pressure
to reshuffle cabinet

By David Owen

SPECULATION ABOUT a
sugumer cabinet reshuffle gath-
ered fresh momentum yester-
day when Mr John Major
refused to confirm that Mr
Norman Lameont, the chancel-
lor of the exchequer, would
present this year's second bud-

get.

Challenged repeatedly by Mr
John Smith, the opposition
Labour leader, in front of 2
noisy House of Commons Mr
Major responded aggressively
but stopped short of giving the
requested assurance.

While it would be virtually
unprecedented for a prime
minister to comment on possi-
ble cabinet changes in the way
demanded, Mr Major's refusal
to be drawn reinforced expecta-
tions at Westminster that Mr
Lamont will be moved in a
July reshuffle.

Meanwhile the government
staged a retreat in its Jong-run-
ning battle with teachers by
announcing that mandatory
tests in schools would be sim-
plified and streamlined from
next year.

Its decision, rashed out v a
House of Commons statement
after a morning of Downing
Street crisis-management,
appeared to calm the rising dis-
content among Tory MPs about
the handling of the dispute.

But it failed to persuade the
teachers to Lift their boycott on
this summer's tests.

The row, which had set the
government against most of
the educational establishment
and prompted growing umnease
among parents, contributed to
the government's disastrous
performance in last week’s
county council elections.

Earlier Mr Patten had been
gaid by friends to have been
“ineandescent” at press reports
that the prime minister's office
had “bounced” him into a
climbdown.

Coming in the wake of Mon-
day night's embarrassing back-
bench revolt over the imposi-
tion of VAT on domestic fuel
bills, the prime minister's
remarks about the chancellor
added to the impression of a
government in disarray after
last week’s disastrous Conser-
vative performance in elections
across the country.

They contrasted sharply
with the vote of confidence he
cffered Mr John Patten, the
beleaguered education secre-
tary. whom he said he was
“four-square” behind. At the
very least they indicated Mr
Major was keeping all his
options open.

Arriving in the chamber to
now customary Labour shouts
of “Resign!”, Mr Major was
immediately challenged by Mr

Smith, who asked: “Can you
tell us if the budget in Novem-
ber will be presented by the
present chancellor™

Mr Major retorted by brand-
ing the question “a hoary oid
chestnut™ and saying he had
“not yet even begun to contem-
plate cabinet changes.”

He went on to praise Mr
Lamont’s record while avold-
ing giving a direct answer to
Mr Smith's question. It was
“because the chancellor has
taken difficult decisions that
we now have infiation at a 25
year low, interest rates at a
15-year low and the prospect of
the fastest growth in Europe
this year and next year.”

When Mr Smith repeated his
question the prime minisier
responded more aggressively,
referring to last week's Labour
mix-up over the party's eco-
nomics spokesman in the
Lords. “If 1 wanted advice on
cabinet making, I would not
seek it from you, who last
week had to sack your own
economic spokesman for
incompetence,” Mr Major said.

Offering “a third shot™ at
removing the question-mark
over Mr Lamont’s future, Mr
Major retorted with a reference
to his own assessment of last
week's election results: “Why
can't you just admit you have
got a bloody nose! It's a good
deal more dignified.”

Smith set to follow

By Ralph Atkins

MR JOHN SMITH, the
opposition Labour leader, is
preparing to tell his party that
it should back the principle of
changing Britain's electoral
system — provided reform is
supported in a national refer-
endum.

He is working on a plan
intended to rally opponents
and supporters of electoral
reform while leaving Labour,
after its autumn conference,
with a clear statement on how
it would act in government.

Deep internal divisions over
electoral reform will be high-

party’s electoral reform com-
mission under Professor Ray-
mond Plant.

Mr Smith will set out his
thinking to next Wednesday's
ipeeting of Labour's ruling
National Executive Committee.
Proposals that Labour shouid
embrace electoral reform have
already angered the substan-
tial section of the Labour party
- including Mrs Margaret
Beckett, deputy Labour leader
- that wants no change from
the current “Arst past the post
system™ for electing MPs.

The Plant commission ree-
ommended a French-style
“supplementary vote” system,

NZ. model on PR

resentation.

Mr Smith is as cautious
about reform but is understood
have to have accepted the case
for change - although the
extent to which he will back
the Plant report’s conclusions
is unclear. He is expected to
reject calling for a Royal Com-
mission on electoral reform
that would have delayed any
decisions.

Instead, Mr Smith will aim to
keep supporters of “first past
the post” on side by making
clear that no change would be
made until after at least gne
referendum.

Mr Smith is seriously consid-

reform movement, to the Plant
Commission and based on a
New Zealand model. In that
country, a “prefer-endum” was
held last year containing two
parts: voters were asked
whether the “first past the
post” system should be
changed and then to chose
between alternative electoral
systems.

New Zealand plans a further
referendum for later this year
on legislation implementing an
“Additional Member” electoral
system.

Amid pressure within
Labour ranks Mr Smith is also
ready for a confrontation with

Britain in brief
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Overseas role
in newspaper
may increase

Newspaper Publishing plans to
raise new significant capitsl to

The Independent on Sunday to
compete in the inereasingly
competitive national newspa-
per market.

A range of financing options
will be considered so that
aronnd £10m can be devoted to
improving the titles. They
inclade the nse of intermal
resources, bank borrowing and
raising new capital from exist-
ing shareholders and potential
new investars.

Newspaper Pablishing con-
firmed last night that its prin-
cipal two shareholders, El Pais
of Spain and La Repubblica of
Italy, have made it clear that
they are willing to increase
their stake in the company. At
the moment each of the conti-
nental European gronps hold
more than I8 per cent of the
company and both could LRt
their stakes to around 25 per
cent each giving them effec-
tive control.

No early bid for Newspaper
Publishing is expected by the
main fouader Mr Andreas
Whittam Smith but it is clear
a bid could easily be triggered
ander Stock exchange rules if
El Pais and La Repubblica
increased their stzke and were
seen to be acting in concert

SA off-shore
broker in court

Funds deposited with an
investment company run by
Mr Ian Lloyd-Wright. a South
African-based off-shore broker,
appear not to have been placed
in any investment funds, law-
yers for the Securities and
Investments Board told the
High Court.

Instead, much of the money
appeared to have been paid to
the benefit of a Mr Kitallides,
they said.

The court renewed injunc-

Cricket, England’s smnmer sport, nunderwent a modest
Lancashire at the Oval, London, a third wmpire waiched th
him to the onpitch wopires to help judge mn-onts or stam

revolution yesterday. As Surrey met
e game on TV. A two-way radio linked
pings. The Test and Connty Cricke!

Board watched the experiment and i may be used in international matches lLater this season.

ware-based Lloyd-Wright
Investment Corporation, freez-
ing all assets world-wide pend-
ing further SIB inquiries.

Lawyers for Mr Lloyd-Wright
said he strenuously denied any
dishonesty.

Telecom plan
for City

A new telecommunicetions
company is about o start dig-
ging up the City of London’s
streets to lay its own network,
and expects to be offering
local services to rival BT and
Mercury by the auimmn.

City of London Telecommu-
nications (Colt) has heen
granted 2 government licence
to build and operate its own
fixed-wire petwork within the
London region, extending omt
to the M23 boundary.

Colé, an offshoot of Fidelity,
a US investment management
company which has telecoms
concerns in the US, intends to
spend “tens of millions” in the
next few months on the first

Boost in car
sales delayed

Car sales in Britain will not
bounce back to the 1980°s boom
levels until the next century,
according to a report issued by
the Henley Centre for Forecast-
ing. Although the nomber of
drivers is expected to grow,
customers’ attitudes towards
car purchases have changed
significantly during the reces-
sion - drivers are new accept-
ing lower status or second
hand cars, and delaying for
15% longer before buying a
new car, the report said.

No caffeine

drinks limit

The government decided not to
introduce 2 maximum caffeine
limft for soft drinks and freed
manufacturers to decide the
sngar content. Mr Nicholas

Soames, food minister, said be
had asked the Food Advisory

for a caffeine limit. No adverse
effects on young childrer had
been reported since the inire-
duction of high caffeine soft
drinks; any UE restriction
could net be applied to
imports from the EC.

N-waste store
criticised
A government advisory com-
mittee attacked the timetable
for opening an underground
store of nuclear waste at Sella-
field in Cumbria as unrealistic.
The Radioactive Waste Man-
agement Advisory Cominittee's
annual report said that “dis-
posal of radioactive waste is
very unlikely to take place in
the (proposed) repository any
eariier than 2010", three years
after the target date. The
underground caverns, to be
constructed by UK Nirex, the
nuclear industry's waste-dis-
posal company. are intended to
take low and medium level
waste from the UK's Magmox
nuclear reactors and from Brit-

lighted today when Labour regarded as a compromise by ering a scheme proposed by frade union bosses over their | tlons against Mr Lloyd-Wright stages of constructing its own Commiitee to review its 1888 ish Nuclear Fuels’ Thoip plant
MPs debate the report of the supporters of proportional rep- Charter 83, the constitutional links with the party. and his company. the Dela- fibre-optic network. recommendation on the need at Sellafield
o
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om  O'Neill, managi

ector of Barr & sn%‘:?ag,

. ms to an L.shaped

lan any other in gn

opén pan office. “That's where i
sit,” he says proudly.

* “It was only when 1
thatwaswherelwasgm'ng said
that other senjor exeto tves

: tive
accepted the avin
Bar:"'m t 1d.g'a of not baving
T & Stroud, which :
equipment such as gunsigh “r'n::;'s-
the defence indus , 18 claimin, ing
smecess in breakgg aw:,l}? from
what O'Nain adwijts were the
t management
od on methods of its past. ond
common with other defence

however, is the galvaniy
pmrgimses e;fect ;vhlch re-loeaﬁnggatlo new
theT:: l:me.m to have had on
: move to a , airy ne
s S e, 7 22
Space merges into manufacturing
areds — has helped Barr & Stroud
over the last eouple of years cut its
produciion lead times from 15
maonths to seven menths, and raise
the percentage of products delivered
on time from a sloveniy 10 per cent
tosol.a_ercent.ﬁlastyearttmadean
operating profit of its first
since the late 1980s. £lam.
O’Neill admits that Barr &
Stroud, owned 5050 by Pillington

James Buxton describes how moving factory has

helped to rejuvenate Barr & Stroud

Sights set on a
new target

m lasgow.
Initial efforts at transforming the
companv_through computerisation
faltered in the face of ingrained
structures, “With computerisation
alone the company would just have
been automating inefficiency,”
. Eu]tgnlgﬁkemW:rﬂ of Ander-
_Cons , Which came in to
advise -Barr & Siroud on its trans-
formation.

Just as the company realised it
needed more sweeping changes,
bowever, it sold its o) site to Safe
way for £14.5m and was zble to com-
mmssion a new £20m plant, d
by toe plant, designed

The reorganisation could conse-
quently start again from scratch
“The move opened people’s minds,”
says O'Neill. “They suddenly said:
"Why can't we do this or that? We
wouldu't have made half the pro-
ductivity gains we’'ve achieved if
we'd stayed where we were.”

The new factory, at Linthouse on
the banks of the Clyde, employs 700
people, compared with the 2,100
whe worked at Anniesland. Yet
turnover between the years to

jtwas_hnusedinEdwa:dian plants
G

March 1990 and March 1933 has
gone down proportionately less
than the workforee, falling from
£62m to £52m.

From the start the company told
staff it wanted to cut 800 jobs and
achieve a single

employees wounid be their salary
level. That meant reducing nine
tiers of management to four, scrap-
ping the six different grades of can-
teen in favour of one.

Not surprisingly, says O'Neill,
“the biggest opposition to change
came from middle management,
because they were the group most
threatened and were going to be
decimated - what was happening
really threatened their comfort
zone”,

to their ideas. If people don’t take
ownership of change, they won't
change their behaviour,”

Instead of the old hierarchical
structure staff now work in 12
teams, each dedicated to specific
projects. These ineiude a civilian
version of the company’s thermal
imaging equipment, used for spot-
ting objects and people in the dark,
which Barr & Stroud is selling to
police forces.

Each team includes designers,
production planners, materials pur-
chasers and production controllers.
Staff report to a team leader, rather
a middle manager such as the head
of the machine shop as they would
have done previously. The four tiers
of management consist of the man-
aging director (0QO’Neill), the
operations director (Lawrie
Rumens), the team leaders and
everyone else, from machinist to

receptionist.

Rumens believes that as Barr &
Stroud moves closer to its medivwm-
term goal of achieving foll com-
putertntggratedmanut‘acmring.his
Job will disappear, reducing the four
tisrs to three.

Barr & Stroud says a system
under which seven trade unions
each had negotlating rights has
been reduced to a2 single bargaining

group

Barr & Stroud has cut 1,400 jobs
from its workforce in three big
waves of redundancies and early
retirement. The management
dropped a compulsory red
programme after a two-day strike in
late 1991 and all redundancies have
been voluntary.

Stewart Ritchie, convenar for the
AEEU engineer's union, says the
employees like the new working
arrangements. The management, he
says “are far more open than they

MMMTmMMMmMMmWMMdhm

used to be about what's going on”.

The other big change which con-
tributed strongly io cutiting the
workforce and the size of the com-
pany’s operations was the switch to
outsourcing most of its manufactur-
ing Here again, the move t0 new
premises was an important catalyst.

In the old factory Barr & Stroud
used to be vertically integrated,
producing much of the metalwork
and most of the electronic compe-
nents for its products.

“We decided our sirength was in
designing and making systems,”
says O'Neill. “We wanted to concen-
trate on that and bny in the rest.”

The machine shop was slimmed

down to 30 people from 200, and the
same staff reduction was achieved
by the electrenics section. Most
electronic components are now
made or assembled by the US com-
pany Hughes Microelecironics at
Glenrothes, Fife, while optical com-
ponents come from Pilkington
Optronics’ plant at St Asaph in
North Wales. Machining is done by
a company in the Isle of Man.

Now only 23 suppliers account for
60 per cent of all inputs - three
years ago the company had more
than 3,000 suppliers. By simplifying
the manufacturing operation, stocks
and work in progress have fallen
from £22m to £7m.

or managers in the move fren-

zied reaches of the private

sector, the idea of mopning a
charity must feel like an invitation
to retreat into monastic life.

Reality, however, is different.

Charities may be driven by philan-
thropic motives, but they face most
of the same financial and competi-
tive pressures as commercial

teers for their management. But
government ambitions for the vel-
pniary secior to become & large-
scale provider of state-financed
welfare services are encouraging
moves towards an élite, saper-
!eague of big charities. Attention is

focusing,
how these large, business-like
organisations should meet their
management needs.
A survey* by Iap Bruce, chief
executive of the Royval National
Institate for the Blind and director

Running the charity superleague

Alan Pike describes how the sector is trying to improve its management skills

of the Centre for Voluntary Sector
and Not-for-Profit Management
(Volprof) at London's City Univer-
sity Business School, shows that
charities rely heavily on outside
recrultment to find many semior

ther back, we shonld almost cer-
tainly have discovered an even
higher proporiion with back-
grounds outside the volumtary sec-
br-

The management meeds of big
charitijes are complex and it is
therefore no surprise that they
sometimes buy in specialist skills.
“At the ENIB we are ranning
schools and hotels, managing a

teers and providing services of

acute importance to our clients,”
says Bruce.

“It is quite a managerial ehal-

that those people

in the commercial sector who

regard us as amatenrs fail to appre-

ciate.”
Even s0, be believes {00 many
senior posts in big charlties are

ficient attention to management.
Volprof is undertaking a feasibjl-
ity study to see whether this could
be remedied by sector-wide iraim-
ing and development programmes.
And the Natiomal Council for Vel-
untary Organisations this month
set up a study group chaired by
Bruce to consider whether a formal
Indusiry Training Organisation for
the voluntary sector shouid be
established. The group will produce
its recommendations early next

year.

Another incentive for the volun-
tary sector to develop the talents of
its own managers is that recrmits
from the commercial world are not
always soccessful. “Some commer-
clal managers cannot cope. They

tend to be the more inflexible
ones,” says Bruce.

Bruce and his colleagues at Vol-
prof have begun researching simi-
larities and differences between
managing in the two sectors. Diana
Leat, Voiprof visiting senior
research fellow, believes many of
the assumed differences between
commercial and veluntary organi-
sations are based on oversimplified
views of both.

Rather than searching for differ-
ences between charities and com-
starting point mnst be within indi-
vidual organisations, regardless of
the sector they are in. It is clearly
mnhelpfal, ske says In a Volprof
report, to put ICI and a markei

stall in the same category just
becanse they are both commercial
organisations; similarly, Oxfam has
little in common with a village
playgroup. But, she adds: “It may
be more illuminating to look at the
similarities between, say, Apple
and Oxfam than those between
Apple and Pepsi.”

In any case, believes Leat, we
may be wilnessing a convergence
in mamagement priorities between
commercial and voluntary organi-
sations to become more busipess-
like — many resulting from public
fanding changes, with charities
having to compete for contracts.

But, she sugpests, there are equal
pressures in the otber direction,
with some characteristics more
familiar to the voluntary sector
becoming increasingly essential to
the suceess of modern commercial
organisations.

*Maraging Across Sectors, £9.30,
City University Business School.
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So how do you keep up with ell of the
changes? And how do you separate the use-
ful information from the Lime-wasting trivia?
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BUSINESS AND THE ENVIRONMENT

SDAY MAY 12 1993

hen Falkirk District
Council hired a consul-
tant four years ago to
assess the environ-
mental impact of a proposed asbes-
tos disposal site, the report it
received was far from comprehen-
sive.
in exchange for their fee, officials
were sent a meagre two pages of
text and a couple of low-guality
maps of the area under examina-
tion. It was hardly the bagis for a
detailed assessment of the risks to
the soil and water, the level of treat-
ment of the waste or a consider
atlon of alternative uses for the
land.
As legislative requirements and
voluntary pressures have forced
companies and government agen-

ries to take environmental jssues -

seriously, demand has grown for
consultants to belp meet their
needs.

But the last few months have also
brought growing calls for improved
quality from these consultants, as
bitter experiences of the results
take hold. Now professional bodies
are beginning to respond.

Carl Fuller of the Ipstitute of
Environment Assessment, who reg-
ularly examines consultants’
reports, says one of the mast fre-
quent problems is a lack of consid-
eration of alternative options dur-
ing a review.

Consultants often fail to identify
wealknesses in proposals, isnore the
way sites would change If a project
did not proceed and make elemen-
tary errors such as conducting eco-
logical surveys in December when
there is little prospect of discover-
ing the full range of fauna and flora
in the area being surveyed.

His thoughts are supported by
research conducted by Norman Lee
of the environmental impact assess-
ment centre at Manchester Univer-
sity.

Based on a sample of 85 of the 500
environmental statements in the
UK prepared during 198891, he
found a gradual improvement over
time, but that even in 199091 two-
fifths were still graded umsatisfac-
tory (see table).

The demand for environmental
consultancy is very large and partly
externally imposed. Legal require-
. ments such as the 1990 Environ-
mental Protection Act, and other
codes such as BS 7750, the British
Standard gn environmental man-
agement, and Emas, the EC's new
ecological auditing and manage-
ment scheme, are all playing a part.

A recent survey by Environmen-
tal Data Services identifies 339 ent-
ties which it recognises as environ-
mental consultants, with hillings of
£400m. The institute’s figures sug-
gest the total of those using the
label is nearer 700.

At the same time, there are no
real barriers to entry and no regula-

Environmental advice is becoming

big business, but

there are calls for

higher standards,

says Andrew Jack

Putt

o the
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Environmental reports: how they rate
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tory or other officiai body to ensure
that minimum standards are main-

tained,

The National Accreditation Coun-
cil for Certification Bodies may
examine those wishing to be veriil-
ers of company environmental
statemenis for Emas. But, in the far
more lucrative market of general
consulting, there is no such inde-
pendent scrutiny.

“The whole envircnmental busi-
ness has expanded very dramatic-
ally,” says Chris Luck, a director of
Environmental Resources Limited
(ERL). “You become concerned

about the maintenance of profes-
sional standards. There have been
worries about how people will know
whether they are going to get a
good quality service.”

Prime among the difficulties is
the lack of adequately qualified
staff. The institute has taken a lead
in tackling this problem through
the creation of the Environmental
Auditors Registration Association
scheme (Eara) last October, backed
by industry, government bodies and
consultancies.

Eara maintains a register of those
individuals who have reached one

of the three recognised levels of
memberghip: provisional environ-
mental audifor, environmental audi-
tor and principal environmental
auditor.

Registration at the different levels
depends on achieving a certain
number of poluts through profes-
slonal and academic qualifications,
training and practical experience.
Principals must also submit a writ-
ten dissertation on which they are
orally examined. David Thompson,
the scheme manager, says there
have been more than 500 applica-
tions. He hopes that there will be
more than 1,000 pames on the regis-
ter before the end of the year.

There are similar attempts to
raise standards for businesses
through the Association of Environ-
mental Consultancies — which cur-
rently represents 28 of the larger
firms in the industry. At the end of
last month, the assoclation finally
ratified a code of practice and
launched a registration scheme.
Companies are subject to a review
conducted by individuals from two
or three other member consultan-
cies, who look at systems and proce-
dures. They are supported by a
team from Imperial College, London
who examine a sample of commer-
cially-sensitive files on client work.
There is a nominal £750 fee.

Those that pass or have only
minor shortcomings will be audited
again in a year, and then every two
years. These that require more
work will be reexamined after six
months.

So far, 18 companies have been
registered and be expected to be
audited by the end of March next
year. “It is by no means a formal
ity.” says Geoff Mills, head of Gibb
Environmental and chairman of the
working group for the scheme.
“There has been some real
soul-searching from firms about
applying. But this is not a cartel
We would love others to apply.”

ERL was chosen as the guinea
pig. and was visited last December.
Luck says: “Overall the process
worked pretty well. It served to con-
firm our approach and will ulti-
mately enhance the quality of ser
vice we provide. We have
mentioned our registration to cli-
ents and in proposals and it has
certainly been very well received.”

That leaves two questions. First,
how far credibility in a system of
self-regulation can be maintained
That may only be tested when the
institute and the association have
to police and take disciplinary
action against members.

Second, whether in the absence of
any formal legal requirements, the
reputation and the profile of the
two schemes will be sufficient to
persuade potential customers to use
those registered rather than the
many continued fringe players who
are not.

WORLDWIDE WATER

Problems of achieving
higher standards

Bronwen Maddox takes a look at EC policy

IMPROVING the
quality of water is
one of the most

directives were
passed, the Community is unable
to tell whether countries are com-
plying with the rules. At the same
time, water shortages in Mediter-
ranean couniries are remewing
Pressure oi standards.

The Commission has pas-sed
more then 200 “green” directives
in the past 20 years but the vegu-
lations on bathing and drinking
water and on treatment of waste
and sewage have attracted maore
than their share of aitention. Sur-
veys have shown them to atiract a
high level of popular suppori in
many member comniries.

More rules may be in the pipe-
line: the Commission needs to
decide whether to bring more
chemicals under the regulation’s
scope and whether to incorporate
a recent tightening of the World
Health Organisation’s guidelines
on lead in drioking water.

Northern cotmfries have, on the
whole, complied with more of the
rules than southern - or so the
incomplete fAgures available sng-
gest. DGXI, the Commission’s
enviromnental directorate, says it
accepts that lack of dzata on imple-
mentation of the directives has
been a2 handicap in enfercing
them. It is up to national inspec-
tors to sample the water, bui the

meihods and extent of testing -

vary widely between comntries.
Consumer surveys grading
beaches make up some of the gap,
water companies say, but are no
substitute for systematic monitor-

ing.

What is clear, however, is that
the directives are among the most
expensive to implement of all the
“green” rules passed by the Com-
mission. The UK’s water indunsiry,
in the middle of a capital spending
programme which conid eventn-
ally top £45br, estimates that half
the sum is directly due to the EC

directives. Mecting the new WHO
lead guidelines — which wou_ld
replacing miles of lead pip-
ing — could cost another £5bm, it

says.
Ian Byatt, director general of
Olmtt, the UK's water Igulatorl
has argued that if the Commission
keeps tightening the rules, water
costs — and, in the UK, ecustomers’
bills — wil! he trapped on a never-
ending upwards “escalator™. That
prospect has led Eureau, the group
ting national water com-
panies from all EC couniries
except Greece, to lobby for a revi-
sinntnthesta.n_dnrds.arat least

There are signs that
the Commission is

taking the problem
of enforcement

seriously

England and Wales, also argaes
that Euoropean couniries should
have the right to set their gwn
standards on the colour and taste
of drinking water where there are
no health implications.

The Commission's environment
directorate plans to hold a semi-
par in September to discuss these
issnes. Although Eureau’s mewm-
bers believe they had received a
sympathetic response earlier in
the yvear, several are no longer as
confident.

Michael Swallow, director of the
UK Water Companies Association
which represents the smaller
water supply companies, says:
“We will be looking with interest
to see whether they have departed
from the precautionary principle”
— the insistence that every trace of
some subsiances, such as pesti-
cides, should be removed even
where a health risk is not proven.
He adds: “The WHO guidelines for
32 pesticides are less siringent
than the Commission™s ~ we want
to see how far the scientific basis

= isd."
m'}'lh::ere:x?ﬁigns. though, that
the Commission is taking the
problem of enforcement seriousty.
The UK helped start ap meetings
of each countries’ !nspectors to
heip understand differences in
m‘ﬁfﬁ;ﬂg a wo::lsable route to
higher standards is not the Com-
munity's only headache - water
shortages loom. too. The European
Commission published a r_eport at
the end of last year warmilg that
economic growth in the EC will
become constrained by lack of
fresh water.

The report, by the Birmingham-
based consultancy Ecotec, argues
that the shortages will be most
pronouaced in Mediterrapean
coantries, because of increased
industrialisation and growing pop-
ulations. But it also said that con-
tamination of groundwater by
industry and agricultare in indus-
trialised and heavily-populated
nortkern countries will add to the
costs of .

The pasm;owmdemde has seen some
fmprovement in pollution control,
the Rhkine and the Meuse, among
the worst-affected rivers, have
seen concentrations of lead, zinc.
arsenic, copper and merewry fall.
However, the environment direc-
torate has conceded that the
improvemeats are “disappointing”™
given the effort and money

expended. .

The resnlt of Europe’s poliution
levels apd high water
according to the Ecotec report, is
that the average cost of water in
Europe, Ecu0.66 per cu m, is some
two to three limes more expensive
than in the US or in densely-pepu-
lated Japan.

As EC countries become wore
alert to the rising cost of water
and to the impact on thelr compet-
jtiveness, it may force the Com-
mission's environment directorate
to pick its targets more carefully
and consider the economic conse-
quences more thoroughly than it
has done in the past.

articles appeared on May 5 April
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Fly to London in June

for the

PEOPLE

Greener shoots up at BAT Benson picks up. Costain

Lufthansa Festival of Baroque Music

"The London musical calender now seems
inconceivable without the annual Lufthansa Festival
of Baroque Music_.. New explorations into the vast
continent of early music are constantly mapped out,
new performers to lead those explorations
constantly introduced” Financial Times 29th June 1992

P,

BAT Industries is hoping to
strengthen its clout in the
insurance world by giving
George Greener, chairman and
chief executive of Allied Dun-
bar, responsibility for its other
insurance subsidiary Eagle
Star as well.

The move follows the promo-
tion of Martin Broughton, pre-
viously chairman of Eagle
Star, to the position of group
chief executive and deputy

Toesday 1) 2 :
va:ul:mmm music Mm,mhm* by1S. Bach chairman og'flathAgon rrtﬁ-m the
mz-;uhﬂlnch- Maﬂomm Broughton remains manag-
Saterday 5 Func Satarday 26 Jone ing director of the group’s
Mlﬁlfeﬁtmmm Handol's chacal wocks for the ‘Poacs Eﬁ%“é"’l sergc:sinbusmes:f
V'mﬁ;:whb,l’mn gmm;_. the whole of the UK, and Leo
Wednesdxy 16 Jone Bach's Orchestral Suites B:anlea who runs Farmers in
Chamber oxisic by Moznt's fiends Friday 2 July himus' both reporting in to
Montevend's L'Orfeo

Now the FT inviles its international readers to come

to London in June to enjoy one or more of the 10
concerts in this year’s season, being performed in
Christopher Wren's church of St James, Piccadilly,
and at the elegant Wigmore Hall, also in central

London.

Included in a varied programme running throughout
the month and early July, the 350th anniversary of
Monteverdi's death is marked with a performance of
L'Orfeo, while the 250th anniversary of the Peace
of Dettingen’ is celebrated with Handel's Dettingen
Te Deurn and Anthem, under the musical direction

of Tvor Bolton.

DER Tiavel Service have arranged on behalf of the
FT a two night stay at the Forte Crest St James's
with full English breakfasts (the hotel is a two
minute walk form the church), flying to London
with Lufthansa German Airlines, and a concert ;
performance from just DM820 or £325. For further
details of this Financial Times Invitation, which you
may expand as you wish, please coq:plete the

coupon or fax us now.

1 These pexformances are at the Wigmors Hall, all others are at St
James's Chorch.

Price per persom based on two people sharing a doubls room with breakfast,
ane concert pecfoauance, and retn flight from Germany. No other extras se
included. From other EC countries Lufihanss flights (via Germagy) aro

available at a premium of DM126 or £50, or on request from elsswhere. Single
rocen sopplement DM7S or £30 pex night.

This tour is organised on behalf of the Financial Times by DER
Travel Service .

Addresses supplied by readers in response to this invitstion will be retsined by
the Financial Times, which ix rogistcred under the Data Frotection Ace 1984,

Financlal Times, Nomber Oze Scudrwack Bekdge, London SEI 9HL

! To: Nigel Pullmsn, Financial Times, Nomber One
Southwark Bridge, London SE1 9HL. Fax: +44 71 873 3078,
Please send me Inll detalls of ihe FT Invitation to London

1 wish to fly from

BAT says the elevation of
Greener, who joined in 1991
after a 20-yvear career with
Mars, to the posttion of chair-
man of Eagle Star Hoidings
reflects the belief that a more
co-ordinated approach will give

the group greater muscle at a
time of considerable regulatory
upheaval in the Industry, par
ticularly in the life insurance
area.

“We believe people will take
more notice of us if we are
number four in the market
than if we are, separately, both
the wrong side of ten™ BAT
commented yesterday. Allied
Dunbar and Eagle Star's com-
bined premium income gives
the group a & per cent share of
the UK life, investment and
pensions market.

The group also hopes that
the new format will increase
its chances of success in the
international arena. ““We were
beginning to find potential
international pariners were
unclear as to which bit of the
group they would fit into. Now
there is one person for them to
talk to” a BAT spokesman
added.

In the past, the ethos of the
two operations could not have
been more different, with the
brash Allied Dunbar sales tech-
nique contrasting sharply with
the more traditional approach
of Eagle Star. Now both are
moving fowards a multi-chan-
nel distribution strategy.

Moreover, BAT believes that
whereas Allied Dupbar had
been “so focused on its sales
drive that it had rather lost
sight of its market” one of
Greener’s achievements has
been to redress that balance.

Meanwhile, Clive Coates,
finance director of Eagle Star,
is promoted to deputy chair-
man, while Sandy Leitch, dep-
uty chajrman and managing
director of Allied Dunbar,
becomes its chief executive.

The appointment of Sir Ewen
Fergusson, Britain's Ambassa-
dor to France until last year, to
the board of BT as a non-execu-
tive director, is more than just
another lucrative pension for a
retived senior diplomat,

High on the list of BT's cur
rent ambitions is to break into
the closed world of Europe's
state-owned posts and felecom-
munications monopolies,

Britain has long been bang-
ing on the Brussels door to get
the liberalisation process mov-
ing. This week it appears to
have got a2 commitment that
most of the Community’s tele-
phone calls will be open to
competition by 1998.

So BT will soon need 20 the
“gen” it can get on the Euro-
pean scene, not least in France,
whose government and tele-

coms monopoly are unlikely to
Put on much of a welcoming
party for the British. Sir
Ewen's diplomatic skills will
obviously come in useful

Costain, the UK construction
group, yvesterday moved to
strengthen its board further
with the appointment of Sir
Christopher Benson as chair-
man.

Sir Christopher, 59, is chair-
map of Boots the retailer and
chairman uantil July of MEPC
property group. He is also
chairman designate of Sun
Alliance,

He takes over in June as
chairman of Costain succeed-
ing Peter Sawdy, 61, who has
been chairman for two and a
half years during one of the
most difficult periods the
group has faced.

The company last year made
a £148.6m pre-tax loss after
making further substantial
provisions against its housing
and commercial property

operations.

In a bid to reduce its large
debts, Costain recently sold its
Anstralian mining operations
to Peabody , part of
Hanson, the Anglo-American
conglomerate, in a deal worth
£198m.

Costain has alsp received
Eeral approaches‘ from poten-

. housebuilding
operations.
It is thought to have wanted

to appoint a high profile chair-
Wan to help chief executive
Peter Costain and a new man-
agement team reduce the com-
Pany's debt further and restore
its fortunes.

The appointment follows the
replacement of a number of
senior executives including
T_om Slee, the former finance
dm_ector. and Gordon Haworth,
mair board director responsi-
ble_ for American operations.
Keith Egerton, director respon-
sible for commercial property
operations, also left the group
following Costain's decision to
retreat from that sector.

Invesco in hiring mode

After the exodus of recent
weeks, Invesco MIM yesterday
announced a handful of senior
appointments which confirm

Siénﬁmntly. the new chief
clal officer is American
Hubert Harris, who joined
Invesco in 1988 and is cur-
rently president of Invesco Ser-
vices. He replaces Ratan Engi-
neer, the London-based
: r who left in i .
IS was assistant di b Har

zens and Southemrk:dh:tbgl:lé
where executive chairman
Charles Brady angd others
started re se Invesco
;1:. He is well Plugred intg the
EmIanta. Georgia community
m where Brady Operates:
15 on the board of trugt

:s of Georgia Siate Universin;
well a5 3 memper of the

. of the A
Committee for the o]mp:gflta

Invesco has also brou
another American rmn-em:e%:!tllf
tive onto the baarg following
be appointment of Sandy
grln_te last November., He is
sews Lung_streth, a former

EC commissioper and cwr-
rently 2 partner with law firm
Debevoise & Plimpton,

Meanwhile Norman Riddle,
Eewly appointed head of the

uropean businesses, has

rough_t in James Rob'ertson
L lm his previous stable Capt-
2.(: House. Robertson, who
theo??.les ﬁnance_director for
the kedurnpean.du-ision. had
wor with Riddell in build-
Ing up Capitai House, the fund
l&aanagement Subsidiary of
pyalorBaF!l:_ of Seotland, as
of finance and e
Fate developmeny, He qua.li-ﬁr‘:l
AI_tht:liartered accountant with
o ur Andersen hefgre Jjoin-
de% a:tt:l:e ﬁorporate finance
m:mhantrtlsa n‘f Charterhouse

. W Martin Gray, chier execu-
tlve_ of the banl{:scﬁigrbranch
Nlﬂ'l;gss. ioios the board of
BATIC NAL WESTMINSTER
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ke BBC
L] " EOVernors gught
vorried men anq women. oo
fe end of last year their char.

i_:;J'{:-._ Tht_! reverberating row ahg
pa 10 G o ut top BBC

top end of the civi] se . Thi

S year top civil servant rates, él‘llrus Ra%n!:nBc};f
o let‘ﬂﬂdSIrTerrYBurnsapart,areaShaﬂe
T over £30,000. The BBC is now being cred.
A Hted with doubling thoge monles. So, pov-
P g %“eﬁl’ivﬂ:ﬁ.{"““g“‘“““""““"
= .. e what prineiples is iﬂlai:eg%.fe new Aud on

to be hoped ~ for

. LA knee to the market, then it ealls in
ORI tion the special “non-market” ftmdmgq‘;ﬁ
tection offered by the Heence foe,
S Remembertoo:hatthelicencefeeis
Lo i pegged to the Retail Price Index, as the

gﬂesuns. but simply in offering covering

A full explanation wonld give some sub-
stance to the governors’ promise of “open-
ness,” of which so far there is-little sign.
Rather the governors dumbly close ranks
when under fire, and so weaken any claim
that they are genuinely independent, or
representative of the broad public interest.

their trust in

frrelevant com-

Opera/David Murray

Elijah Moshinsky's production
of Verdi's opera, re-staged now
e by Richard Gregson, has estab-
w oo lished itself as a durable trea-
. sure of the Royal Opera reper-
: ST toire. It looks imposing, though
ST L it has no tricks that grow stale
T -l lE (the opening tempest still daz.
e L zles with Robert Bryan's light-
- ing); it sets a credible time and
CoeL L place compacily and thriftily;
e it wastes no time ~ one modest
interval beiween the middle
_ acts, the merest pauses else-
where. On Monday its fourth
el revival, with all the principals
. drawn from previous casts,
- gave respunding satisfaction,
ot “Resounding” in particular
e because the Otello was again
the Russian tenor Viadimir
Atlantov, whose forte is fortis-
simo: for the July 18 concert-
.- performance by the lake at
- Kenwood, he will need no
—~ R microphones. Not long ago I
S SEREE heard him in the role in
T ) Vienna, where he sang wildly,
T if sometimes thrillingly, and
barely interacted with his Des-
demona and [ago. At Covent
Garden, with sharply purpose-
ful conduoeting by Edward

Downes, he was better tuned
and rather less self-absorbed. It
remains a broad, extrovert per-
formance - far removed from
Domingo's angunished subtle-
ties with Carlos Kleiber in the
pit (worlds away, in the “Diol
mi potevi scagliar” soliloguy),
but honestly stirring in its own

" His Desdemona was the
lovely Katia Ricelarelli, stiil a
radiant, unsurpassahle icon of
innocent goodness. The vocal
problems of recent years have
melted away; the “beat” in the
veice is safely under control,
and warmly affecting. Her
soprano glows with a new
maturity, if not the reckless
generosity of her early career.
On the modern siage sheer
goodness is not a plausible
commodity, but Ricciarelli’s
natural grace, spontaneity and
dignity carry it off and seize
one’s heart.

Like this heroine, Justino
Diaz's lago was captured by
Zeffirelli for his film of the
opera — and was, I suspect,
enhanced by the experience. It
is not a flamhoyant study in

‘Otello’ revived

villainy, nor does it brandish

into focus, without melodra-
matic signalling of the kind
few Jagos can resist.

Sterling work from the lesser
principals, among whom 1 will
mention invidiously Robin Leg-

Cassio,

all-but-faceless role the solid
bottom that it needs for the
drama. For the chorus Otello
sets strenuous tests, all of
which the Royal Opera forces
passed with Aying colows. [
still think that the choir of
“Cypriot” boys (this time from

tow-headed, but it is not a
point to fret over.

Sponsored (1987) by Morgan

Grenfell Group ple Justino Diaz and Viadimir Aélantov as lago and Otello, new to Elijah Moshinsky's production at Covent Garden

Television/Brian Wenham

The obvious cosiness between governors
and its appointed management has inevi-
tably emboldeped others to seek to usurp
the governors' [unction. So, both the ITC
and the Radio Authority made a mark
with proposals that they might take under
their wing the relevant BBC services, thus
reducing the BBC to but one client licence-
holder among many others. It should be
disturbing to BBC governors that they
have left the Corperation wide open to
takeover bids of this sort.

The governors need to be seen to stand
back and govern, which means giving
management the necessary steer. Fortu-
nately, cpportunity is at hand. By now,
reports from public meetings should have
convinced any open-minded governors
that the geheme for a Long Wave Rolling
Radio News has little listener support, and
continues to arouse special hostility
among adherents to Radio Four. The gov-
ernors have already said the scheme is on
hold until reception of Radio Four on FM
can be improved to listener satisfaction. tile to these new mechanies; best intelli- sceptics remain convinced that the whole

They will now know that this too cannot
be delivered except at exorbitant cost, Yet
BBC management contintles to turn a deaf
ear. If “accountability” has any meaning,
then the accountable governors should
require their management to put the

scheme o one side.

The BBC should press to retain an abil-
ity to offer extended commentary by way
of a split service when cccasion demands,
as it did in the Guif and as it may =oon
over Bosnia. This sort of editorial impera-
tive s something listeners understand and
accept. But the broader expansion into
what would be a sixth freestanding net-
work finds no following wind among the
public, and will create a running sore if

P

Greater long-term anxieties attend BBC
management’s introduction of what is
known as Producer Choice, settlng in
place an internal market of great complex-
ity and areuable value. It would be wrong
to assume that BBC staff are wholly hos-

BBC governors skate on thin ice

bulk of the BBC workforce knows only too
Wwell. An unexplsined fattening of differen-
tials at the top therefore makes general
sala stgrﬂhe relations ever more edgy.

e Payments were loosaly linked to the that tflgv prodiem will I;?mply goma?v.g
Commentators will hang on each and
every emerging annual report for the next
twist in the story. If governors are regu-
larly to be damned, there is a case for
!:hewpuh]mhmgdetaﬂs of their salary pol-
icy now, in fill, and putting
ﬁllj:tl:fmg understandtil.lnegix?{ chance the
There js double gives them a neat opportunity, not — it is

gence is that one third are wide-eved
believers, one third sullen seeptics, and
one third bemused agnostics. What con-
cerns all three groups, and showld concern
the viewers and listeners they serve, is
that the protess be seen to be indepen-
dently assessed, so that sensible modifica-
tions can be put in place and benefits
properly verified, not simply asserted.
Here again is natural governor business.
Unfortunately the recent record again
Bives pause. As part of the warm-up for
the new arrangements. £50 million or more
of television monles went unaccounted for.
A gubernatorial explanation was promised
but has yet to arrive. There is also a stub-
born reluctance to come clean about the
set-up costs for the new system, or for the
monitoring of the system once in place.
Yet, as the press now reminds us almost
daily, the BRC is gafly recruiting systems-
minder after systems-minder, 2 massive
buildup of what must surely count as
“norn-core” activity. Little wonder that the

exercise is designed not to save money hut
to force a casualisation of programme-
making staff. Sceptles would further argue
that the internal pricing is skewed to that
end.

The governors need to take these
charges seriously. They have businessmen
in their number well-equipped to take a
quizzical look, spot where the new systems
may be unproductively overburdensome,
and then give the public a balanced
assessment, It would be useful too to bave
at this early stage some idea of the
expected outturn in terms of savings and
operational efficiency.

In the broad, are we to assume that the
changes will prove themseives by enabling
the BBC to live comfortably within its
pegged licence fee throughout the next
charter period? That high prize might be
worth the fuss. Or, at the end of the
exercise, will we be surprised by a
supplementary bill? If that turns out to be
the end game, then the licence-payers may
well be moved to disbelieve grandiose
management claims. And the BBC and its
governors will be skating on extremely
thin ice.

Chrisiopher Dunkley is on holiday. Brian
Wenham was on the steff of the BBC
1969-1987, and is now on the Board of
Carlton Television.
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Edward Mortimer

T | Many readers
2%, lare suffering
==t [from Bosnia

fatigue. "1
0 | know it's terri-
ble.” they say.
“but things are
just as bad in
Armenia,
Abkhazia,
Tajikistan and a lot worse in
Sudan. Why do you go on
about it?”

I go on about it not primarily
for moral reasons but because I
balieve the security of Europe
is threatened by the failure of
European states to act on the
principles they proclaim.

Czechs and Slovaks, Rus-
sians and Ukrainians have
shown that a federal state can
be dissolved without blood-
shed, But the chances of it hap-
pening in Yugoslavia were
pever good. Too many Serbs
had drawn, from a selective
reading of history. the conclu-
sion that they would never be
safe unless they all lived in one
state. They were ready from
the start to fight rather than
accapt the secession of Croatia
aor Bosnia-Hercegovina. Recog-
nition of those states was
therefore a cruel deception,
unless the recognisers were
able and willing to deter the
Serbs from reacting with vio-
lence.

But it is no use crying over
spilt milk. The question is
what to do pow. So far the
Serbs have succeeded, by being
better armed and more ruth-
less than their opponents, in
seizing control of most of the
territory where Serbs lived -~
even where they were a minor-
itv - and “cleansing” it of
other ethnic groups. This has
created an unmanageable refu-
gee problem, reminiscent in
too many ways of the Palestin-
ian one, and has set an appail-
ing precedent for ethmic or
national leaders elsewhere in
central and eastern Eurcpe. It
must not be aliowed to stand.

The Vance-Owen plan
accepts the Serb logic, since it
divides Bosnia-Hercegovina
into provinces all but one of
which would be dominated by
one ethnic group. But it
attempts to apply that logic
more fairly than the Serbs
themselves have done.

The Bosnian Serbs do not
like the plan because the proy-
Inces it assigns to them would
not all be contiguous, either
with each other or with Serbia
proper; and because it requires
them to withdraw from terri-
tory they now control, leaving
some of their homes under

-

-

Twin
track to
Bosnia

peace

Air attacks and
military aid are
complementary,
not alternatives

“alien™ domination. In those
areas, they naturally fear. it
would be their turn to be “eth-
nically cleansed™.

The Baosnian Croats like the
plan because it puts almost aft
their homes under their own
political control. They have
already set about making sure
of that by deing some “ethnic
cleansing™ of their own.

The Moslems do not like the
plan at all. It leaves them, the
largest group. with the small-
est area. The plan would give
them back some of the terri-
tory they have lost, but would

The Bosnian Serbs
should be given
one last chance to
accept the
Vance-Owen plan

still leave many of their homes
outside their political control.
Their chances of returning to
those homes would be slim.

Still, the Mosiems have
accepted the plan because it is
their only chance of getting
international support. They too
have been driven to accept the
Serb logic, and start “cleans-
ing" some of the areas they
control

Mr Slobodan Milosevic, the
Serbian president. has sud-
denly emerged as a “goodv”
because he wants the Bosnian
Serbs to accept the plan. as he
wanted the Croatian Serbs to
accept the Vance plan in Janu-
ary 1982. He does not eXpect
either plan to be implemented.
but hopes that a ceasefire now
would get the international
community off his back, while
enabling the Bospian Serbs to
consolidate their gains (as the
Croatian Serbs have done).

Having got so far, the “inter-

national community” {meaning
the west egged on by Moslem
and other non-zligned states,
dragging Russia nervously in
its wake) should take Mr Milos-
evic at his word. He says he is
cuiting off all but humanitar-
ian aid to the Bosnlan Serbs.

The United Naztions should
respond by placing monitors
all along the Yugoslav-Bosnian
border and keeping them there
until the Bosnian Serbs have
naot only signed the Vance-
Owen plan but implemented it.

Failing that, the military
option is the only one. It need
not imply putting more exter-
nal troops on the ground. It
may even require withdrawing
those troops that are now
there. since it certainly
requires dropping any idea
that they are neutral. The miki-
tary option means giving Bos-
nia the means to defend itself:
a fundamental right of any
state, consecrated by Article 51
of the United Nations Charter.
While the weapons are being
flown in, Nato air power
should be used to prevent the
Serbs from launching an
all-out assault.

At last, it seams, those two
actions - arming the Bosnian
governinent forces, and air
attacks on their opponents -
are seen in Washington, if not
yet in European capitals, as
complementing each other, not
as altermativeg. That is vital
because neither by itself is
likely to achieve what must be
the ohjective: the defeat of
those, whether Serb or Croat,
who seek the partition of
Bosnia.

If the Bosnian Serbs could be
convinced that this strategy
was really about to be put into
force, they might well
promptly accept the Vance-
Owen plan as (from their point
of view) the lesser evil They
should be given a last chance
to do so. But once the military
strategy went into action the
plan should be dropped.

Abraham Lincoln did not
challenge slavery south of the
Mason-Dizon line so long as
there was a hope of avoiding
secession. Buit once Americans
were fighting and dying to
keep the country together, he
proclaimed emancipation of
the slaves throughout the
union.

Similarly, the Vance-Owen
plan can be defended as an
alternative to war. but not as a
war aim. If the war is to go on,
the only acceptable outcome is
one allowing all Bosnian citi-
zens to return home freely and
in safety.

or British holidaymak-

ers, safe summer tans

will be a2 ot cheaper

this year, thanks to
the recent outbreak of price
discounts on suncare products.
But for some of Britaln's big-
gest retailers. the competitive
pressures which have led to
the price battle threaten to
keep turning up the heat long
after summer ends,

Though other retailers such
as Tesco, the supermarket
Bothie: 1 batween tmg ros real

e een two

nists: Boots, the colmh-fr'r: larg-
est chemists chain, and Super-
drug, the fast-growing discoimt
drugstore company which trig-
gered hostilities by cutting
branded suncare prices by 25
per cent two weeks ago.

This is Superdrug’s second
headline-grabbing price offen-
sive in 18 months apd follows
its decision to discount fra-
grances by up to 30 per cent at
42 of its 680 stores, Heavy lob-
bying by Superdrug has also
prompted a Monopolies and
Mergers Commission inquiry
into the distribution practices
of perfume manufacturers.
which refuse to supply the
company directly.

Though Boots has matched
the perfume price cuts, it has
done so gradually and only in
outlets near S stores
which sell fragrances. Its
response in suncare products
has been much more decisive
Days after Superdrug acted.
Boots ann 30 per cent
price cuts in all its 1,100
stores.

The speed and scale of its
reaction were deliberate. “One
reason we have taken a high
profile this time is to send a
clear signal that we care about
our market share,™ says Mr
Gordon Hoursion, managing
director of Boots The Chemists
(BTC), the division of the Not-
tingham-based group which
operates the high-street stores.

At stake are much more than
Boots® 47 per cent of the £110m
UK suncare market and Super-
drug’s goal of doubling its
share to 16 per cent this year.
BTC points out in any case
that suncare provides less than
2 per cent of its turnover and
says it is confident of offsetting
lower margins through higher
sales volumes.

Far more worrying for Boots
is the risk that if price battles
of this kind proliferate, thev
will reinforce the impression
among consumers — already
detected by the company's
market research - that its
prices are tog high and its
profit margins too fat.

Superdrug is adept at
exploiting that impression. Not
only has it won valuable free

Guy de Jonquiéres on a clash between two
competing retailing strategies for the 1990s

Price war is not
skin deep

just

publicity by skilfully posing as
a consumer cbhampion; it
misses no opportunity tc por-
tray its larger rival as greedy.
“In markets such as vitamins,
photographic film or cosmetics,
where Boots' share is 30 per
cent or more, its margins are
sky-high,” says Mr Geoff
Brady. Superdrug’s marketing
director.

Behind the knock-about rhet-
oric and PR stunts, though,
lies a gennine clash between
two business philosophies
based on sharply different
beliefis about what retailers
need to do to prosper in the
1990s.

Boots is widely admired for
its professionalism and, in par-
ticular, its effective use of
sophisticated electronic infor-
maton systems to manage the
supply chain, keep tight con-
trol of stocks and analyse the
sales and profit performance of
each of its product lines.

The company Is proud of its
record in using the resulting
efficiency gains to deliver
improved results to sharehoid-
ers in the form of higher profit
margins. Despite recession.
BTC has raised profits from 3
per cent of sales to 10 per cent
since 1990 - though other parts
of the group have performed
less well,

Superdrug comes from a
very differenft stable. Part of
the Kingfisher group - which
also owns Woolworths, the
B&Q do-it-yowrself chain and
the Comet electrical stores - it
is guided by the “value retail-
ing™ principles of Sir Geoffrey
Mulcaby, Kingiisher's chair-
man.

Sir Geoffrey believes con-
sumers have become more dis-
cerning nmot just because of
recession but because they face
ever wider choice. He has
repeatedly argued that retail-
ers must respond by emphasis-
ing value and accepiing lower
margins in return for volume
growth.

His radical views - partly
inspired by the success of dis-
count chains such as Wal-Mart
in the US - have won support-
ers in the City. Some regard
him as a prophet of a new
wave of retailing, which will

Battling for business

Profit and loss account Kingfisher {(Em})
Jan9 : Feb90 Feb®1 : Febo2 '

Year ending ; ; :
Tumover 2660 | 2910 ¢ 3235 133888 35479
Operating profit ZE8 2458 . 2454 2188 , 2087
Margin (%) B5' 84 78, 65 59
Year ending March s, @9 90 9 92
Tumover 1928 2084 2268 : 2360 : 2471
Trading profit ‘T te1c 1st. 180 28 . 248
fargin {3) ; 53" T2. B4 . 97 8.9
Boots PLG divislons {Em)

gs- 89’ 0. &' 92
Tumover 5192 : 5246 ' 5838 . €88 6992
Profit 1018 853 1914 : 1161 | 1208
Retall : : ;
Tumover 2r72 |, z2it 533 ! 6812 ; 6268
Profit 69 14 240 , 273 -5.3
Property ? !
Turrover - - - o7 | 50
Profit 53 45 54 80 . 6%
Soute Comoery Repcns

eventually sweep through the
rest of the UK sector.

Though Sir Geoffrer stresses
that value reteiling does not
mean negleciing CUSTOMEr Sar-
vice, pricing is at the heart of
the approach. It is exemplified

Behind the PR
stunts Hes a clash
between two
business
philosophies
- ]
by B&Q's recepr decision to
offer permanent discounts on
500 popular product lines. and
by similar. more limited. offers

at Woolworths and Comet
Industrv observers think

Boots' margins on many items

make f(urther selective deep-

discount raids by Superdrug
inevitable - a view the latter
company has not sought to dis-
pel. “1 don't think there is an
end to this process,” savs Mr
Paul Deacon of Goldman
Sachs. “Superdrug will move
from product to product and
keep pushing.”

Apart from the favourable
publicity it has generated,
Superdrug’s biggest advantage
is a low cost base. Though it is
smariening up some of its
stores, they are less lavishly
equipped and often occupy less
desirable sites than its larger
rivals.

However, Superdrug faces
saveral chalienges. It has few
in-store pharmacies., which
account for a fifth of BTC's
szles and are believed to be its
most profitable business.
Superdrug must also persuade

* main suppliers to sell it
Eﬁm. whichdsome have
n reluctant to ao.
l:'E'emlr Brady 53ys that. to be
sure of supplies of suncare
products. he has bought ltg
advance antg:tocket_isenough
meet is year
dem.arlaél,I He alfso doubts that
he can continue to expand pEi(‘:
fume sales unless the MM
orders manufacturers to sul:»-d
ply Superdrug direct, msteah
of forcing it to h.}xy on the
unauthorised “grey market.
Mr Deacon doubts that if an
all-put price war developed,
Superdrug would emerge the
winner. though he_ thinks it
could damage Boots’™ MArgIns.
Mr Hourston says price cuts
on only two product ranges do
not even amount to a bat]:le.
But he says BTC is preparing
to defend itself against the
threat of further opslaughts by
Superdrug and is considering a
range of possible responses.
Though he will not give
details. he says: “If they do this
again. it would be wrong to
assume we will retaliate in pre-
i the same way.”
ms!gtleyargues that while Boocts

aims to offer competitive
prices. its strength alg::
depends heavily on its commit-
mf:tn to high product quality.
well-equipped stores and cus-
tomer service. However, he
admits this may bea

a'ed

“The impression can be cre-
ated that, because ur_these
investments. Boots 1s an
expepsive place to shop,” he
says - guickly insisting that
this view is mistaken.

With 35,000 product lines,
Boots can afford to subsidise
price cuts on some from profits
on others. However, Mr Hour-
ston stresses that the compa-
ny’s financial goals malge this
only a temporary solution: if
profits on individnal products
are inadequate, prices must be
raised or the lines dropped

Clearly, the extent to which
Boots is obliged to adjust its
marketing strategy depends
beavily on when and how
Superdrug steps up its offen-
give - and how long it lasts.
Unlike Sir Geoffrey Mulcahy,
Mr Hourston believes the cnr-
rent pricing pressures are tran-
sient and will recede once sus-
tained economic growth
resumes.

Which view is right may not
become clear until much later
this decade. But meanwhile,
Boots may ueed to pay unusu-
ally close attention to what My
Hourston calls “the lovely bal-
ance” between delivertng the
high margins which delight the
City and the competitive
prices need to keep customers
loval.

640,000* French decision-makers always
start the day with a full breakfast.
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Context crucial in analysing
Ukraine’s nuclear position

Insider
dealing and
those in
the know

From Mr Godfrey Chandler,

§ir, Those who worry about
the extent of insider dealing
sometimes fail to appreciate
the natural poiential effect of
good and bad news in a free
market. There are, of course, a
few flagrant cases. But the
very fact that a limited number
of people close to a company
know of good or bad potential
means that, whereas most of
them will not buy before good
news, nor sell before bad -
they are unlikely to do the
reverse. Therefore, a part of
those closest to the company -
including advisers who might
normally be sellers or support-
ers — will “hold fire”, reducing
the weighting of one side of the
market. Their absence from
the market has its effect. This
is egpecially true of small and
medium-sized companies.
Under the personalised jobbing
system - pre-1986 — a jobber
would soon have a quiet {(or
less quiet) word with the prin-
cipals of any broking firm
bringing suspicious business.
In the new faceless market,
matters are delayed and
“official”.

Commercial standards are
lower — as they are with com-
panies settling debts - in spite
of broader rules. For. as Mr
Wally Giles of Barings said on
the introduction of the Take-
QOver Code: “If they had all
read the 10 Commandments
this would not be necessary”.
Godfrey Chandler,

Stormont Court,

Godden Green,
Sevenoaics, Rent TN15 0JS

Fram Mr Viackeslar A
Skryghin.

Sir, Given the level of atten.
tion that the intermational
news media has placed
recentily on Ukraine's delay in
pursuing nuclear disarmament
policies acceptable to the west,
we were pleased to see that
your editorial “Nuclear rift
over Ukraine™ (May 5) pres.
ented an unbiased and
thoughtful analysis of
Ukraine's current position.

As presented in vour edito-
rial, failure by western govern-
ments to evaluzte some of the
underlying motives swrround-
ing Ukraine's position on these
issues, and to pursue policies
aimed at satisfring these con-
cerns. threatens to thwart
reaching an agreement which
all parties, including the Ukrai-

nian government, ultimately
seek to accomplish: the dis-
mantling of nuclear weapons
on Ukrainian soil

Further. the inciination of
the mternational news media
to report peripheral events
without placing them within a
broader context threatens to
present a biased picture to the
world of a country with poten-
tial strategic importance which
is desperately attempting to
define its role in geopolitical
concermns.

With a population of more
than 52m people and a land
mass about equal to that of
France, Ukraine is in the pre-
cess of recognising this poten-
tial. Its relatively homogenous
halanee of 74 per cent ethmic
Ukrainians and 21 per cent eth-
mic Russians helps to solidify

the posture it takes in global
events.

Your perspective also fostars
the ultimate goal of encourag-
ing the creation of a viable,
demoeratic. nuclear-free state
that offers opportunities for
investment and trade which
benefit both Ulkraine and the
rest of the world.

As an officer of one of the
largest private companies in
Ukraine, 1 found it refreshing
to see that the Financial Times
took a complete and responst
ble look at the compiex under-
lying issues and presented
them in their proper context.
Viacheslav A Skryghin,
vice-president,

15 Prorfrnaya Street,
Kiev, Ukraine 252034

Competition in

From Mr Borry H White

Sir, The letters you pub-
lished on May 10 uniformly
attacked the idea of an Inquiry
into CD pricing.

As a consumer who would
willingly buy more CDs if the
prices were lower, [ was sur
prised at the lack of objectivity
in the arguments. The price of
a top-class classical CD is now
£1499 in the UK. having risen
in the last few years from the
price quoted by Mr Perry of
£11.99. Perhaps he is not a2 fan
of Nigel Kennedy or Herbert
van Karajan.

The US price for the exact
same items, which 1 verified
through a computer on-line
shopping mall offering these
items in the US. was $13.99,
which equates to about £9.15

the CD market

This is, contrary to Mr Dea-
con’s comment, 40 per cent
lower, not 10 to 15 per cent.

. Finaily. Ms Gordon’s fears of
11_11:1:‘. imports and inconsisten-
cies in different markets would
create no new problems than
already exist for other
imported goods.

There may indeed be prob-
lems for the distributors if
chagges Joccur but the discrep-
ancies in pricing compared
mthtthSa:l-ethereroranto
see, and without legaily cre-
ated barriers to import c:trnnpe-
tition I doubt that these mar-
ket . imperfections could
survive. .
Barry H White,

Hecht Heyworth & Alcan,
a1 Ferdington Road,
Highgate, London N6 ATH

Disastrously

cocksure

From Mr [ J Bufton.

Sir, Another refreshing
Stream of opinionated political
cynicism from Joe Rogaly: “A
few (sic) local authorities
changmg_ political colour
means little now that the
Tories have stripped so much
bower from the counties”
(“Where comedy is king",

F 7).

The government's disastrousés

electoral results that very day
from many factors. One
was a _cocksure assumption
‘t)l‘:‘l’:i n:mgr.]tess couid trample
oc i
ey emocracy with
I J Bufton,
50_ Kz.lmscotr Road,
Birmingham R17 QN

An unfair, but particularly British, moan about Don Quixote

From Jorg Schimmelpfernig.
Sir, For most of the tim
Clement Crisp's ballet reviews
make for enjoyable reading.
They are critical in the origi-
nal, positive, meaning of the
word and are enriched with
lots of historical details
ing Mr Crisp's profound
knowledge of the matter. His
destructive views on the Royal
Ballet's new production “Don
Quixote” (April 10 and April
28), however, and much more
so the supporting letter by Mr
Varcoe-Cocks (Letters, May 8),

remind me of that British dis.
ease called moaning.

Mare Thompson's admittedly
very unusual, and at first
glax_lce possibly disillusioning,
designs serve the real purpose
of ballet designs, which is help-
ing the mind and the eve, to
concentrate on the very danc-
ing itself (that is, supporting it
instead of competing with it},
and are at the same time a
most promising way of introdu-
cing classical ballet to a wider
and younger audience. The lat-
ter point especially is essential

for classical dancing to survi
well into the ne;-tngenmry. ve
On the night that I was for.
funate enough to attend the
performance the ing was
splendidly and most beauti.
fully delivered by Leanne Ben-
Jamin, Jose Manuel Carreng
and the supporting east apd
was obviously very much
enjoyed not only by the artits
th:ims_ilves but by the vast
majority of a near
auldl::ll.'e ;3 wll. -capacity
Y hope the reasops
some of the seats being Ig?t-

empty have nothing to i
Mr Crisp's views, whiggwtlllti:
tI_:i.n:le were far too conservative
l':»r may 1 say, as an elderly
ady sitting just beside me
suggested) reactionary, It
would have been 3 pity.,

The Royal Rallet can only be
congratulated for sticking to
its way by including “Don

ote™ in the 1993-94 geagon

Jorg Schimme
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THE CONVENTIONAL argument
for making central banks indepen-
dent is that politicians cannot be
relied on to conduct a vesponsible
monetary policy because
“toral pressures. How ironic, then,
that France should now be introd-
ucing legislation to reduce politi-
cal control over the Banque de
France after an elaction in which
the majn parties of both right and
left were committed to policies of

exceptional monetary stringency.
The outcome will reinforce suspi-
.clons of reverse causality in the
statistical evidence that countries
with independent central banks
have lower rates of inflation.
Those countries where there is a
genuine consensus for low infla-
tion, as in France over the past 10
years, will naturally he more

tary policy from politicians.

Not that this invalidates the
case for_ independent centrat bank-
ing. Since it is now widely
accepted that there is no medium
or jong-term frade-off between
higher inflation and higher out-
put, the monetary authorities can
only aspire to achieve the limited
goal of price stability. Certainly
the British experience indicates
that shortenterm gaing in output
and employment from umantici-
pated {nflation shmply result over
a period of years in more inflation
for the same level of output.

How far a restructured and
more auionomons Banque de
France will add to an already cred-
ible French monetary policy is
nonetheless a moot point. The
government proposes to retain
.control over decisions on the
exchange rate. As long as the
Bundesbank remains the anchor
of the European exzchange rate
ernment remains committed to
present parities, this implies that

THE UNBUNDLING .of South
Africa’s economy has begun. Gen-
cor's decision yesterday o hand
it owns in a wide-ranging collec- .
tion. of indusirial subsidiaries is
the first step in a process that will
reshape South African business. .
It has not come a moment too

boundless weaith of the mining
houses and the slim pickings of
manufacturing — have left the
country with a top-heavy corpoe-
rate structure. Six groupings con-
trol 80 per cent of the totai capital-
isatlon of the Johannesburg Stock
Exchange. .
Now, .prodded by potiticians
from the Mational party as well as
by the African Natioral Congress,
big is starting to think of

ITALIAN CAPITALISM, like
Oscar Wilde's Dorian Gray,
appears to exist in two strikingly
different guises. Its ontward-turn-
ing features radiate the resource-
fulness which since the second
world war has given Italy one of
Europe’s fastest economic 4
rates. This performance, while
strongest among Italy’s array of
medium-sized companies, has
turned some lgders of large Igg_
iem inf

uressr?:m:as also rewarded the
country with a GDP per head
(based on official figures) higher
than that of the UK and united

Germany.

The secret countenance of cor-
porate Haly is much less pleasant
to behold, but until recently has
beenmainlyhiddm'[‘his_facehas

by investiga-
tlons Into corruption during the
past 15 months in which more
than 1000 senior politicians and
bmmmﬁmm
Raly's leading corporations,
b?]e:l’l'imp!ieated.ltulianm:ﬁws
stand accused of connivance in a
network of systematic bribery
which has sums

keep in power @ generation of
Hawed politicians,

As 2 result of the eneegy of the
magistrature and the long-sup-
pressed indignation of the public,
the edifice of malpractice has
st o i I
companies cai up 1a thc N
an exercise in damage limitation
is under way. Flat, Italy’s biggest
private-sector group, which has
seen more than half a dozen of its
top executives arrested, interro-
gated or briefly detained m cor-
ruption inquiries, yesterday
unveiled a strict code of business
ethics to stop Fiat employees

accepting payment in money ot in

from the public purse and heiped -

Towards
sound money

est rates are of limited By
the same token, i the resolve to

arrangementis would inevitably
take on increased significance,
The French government pro-
poses that the jobs of the gover-
gﬁptwgf q:l;uty governcrs and a
experts remain, in
egfect, witp.in the government's
gift, but with a measure of inde-
pendence coming from lengthy
tenure — six years for the top trio
and nine for the experts. This is a
less powerful formuia than the
one with which a federal system
has endowed the Bundesbank It
has more in common with the TS
Federal Reserve, where appoint-
ments are made by the adminis-
tration. The question is whether
the clubbiness of the elite that
do:_ninates_ French economic
lpohcy-makmg will result in rather

chief objective of price stability,
which mirrors the Maastricht trea-
ty’'s European central banking
model, is undefined, while proce-

performance
are opaque. But the fact that a
retreat from disinflationary policy
will require a legislative process is
an important discipine.
. Yet the benefits of central bank
independence are probably great-
est for countries such as Britain,
where past failure has under-
mined the credibility of monetary
policy. In the UK, more than in
France, institutional reform Is
needed. Merely changing the face
at the top of the British Treasury
would not be enough

Unbundling

" Yet so far only Gencor has inds-
cated a serious interest in the sub-
ject, The other big groups are |

over to its shareholders the stakes: doubtless studying the-proposi- |-

Hon, but so far without, appar |
ently, making the emotional leap
into the unknown, )

That is a pity. South Africa
needs to- set its companies free
from the strangling embrace of
the big groups. Setting operating
compsnies free to sink or swim
will itself improve the quality of
South African management. The
axguemqutagamstsuchapmcess
is that it will cpen the way for
corporate raiders, asset-stripping
anda]ltheother_ammmentsot

Anglo-Saxon capitallsm.

They are certainly a mixed
blessing. But if ever a conntry
cried out for them, it is South
Africa. Vulnershility to takeover
concentrates managers’ minds,
and gives fresh energy to
actions. South Africans of all
races, all incomes and all political
persnasions would benefit from
the application of a litile unfet-
tered capitalism. Gencor has led

kind from tmscrupulous outsiders.
On one level, this is an attempt
to demonstrate that Fiat is mak-
magenuin:mmtq !I.in;wlth
transparent m
those ruling, say, in the US.
another level, by mounting
i external

against kickbacks, Fiat seems
be irying to win less harsh treat-
ment for its executives enshared
in the judicial net. Mr Cesare
Romiti, Fiat's chief executive, who
previously complained about over-
inguisitive magistrates, has
switched to helping them with
their inquiries, and exhorting
other company chlefs to do the

same.
Fiat’s appeal to Italian industri-
alists ‘may turn out to be 2 full-

On
an
o

mmy$M£
misbehave by the politicians,
is likely to bring discredit.

vital source of its economic dyna-
mism. But when such networks
give rise to selfserving or even
crizninal collusion among corpora-
Hons or among corporations, poli-
ticians and the stats, they are con-
gistent neither with desirable
standards of public morality, nor
with Italy's wish to move closer to
the head of Europe’s :fcomnomm@
league. The programme

saﬁonofsl_:ahenmprlsesisone

he International Mone-

and our expertise will be
debauched. We are big organisa-
tions which have built up a large
body of expertise. Now we are being

Much ado about
lending

Financial considerations alone no longer dictate aid
strategy for Russia, say Edward Balls and John Lloyd

Russia's stabilisation plan
Gentral hank credit to be cut back .

told: jusi do it. What happens to
morale? And what about those
countries which also didn't meet

ther in the past few weeks. Both the
Russian government and central
bank continue to sanction ever
maore credits for loss-making state
enterprises, while President Boris
Yeltsin’s recent cabinet changes
have appeared contradictory. Since
ke has appointed two deputy prime
ministers without known commit-
ment to reform, although senior
he is willing to strengthen the
course of economic transformation

agamn.

The IMF argues that its inability
to lend more is the result of the
Russian government's financial
profligacy, not excessive caution.
Mr Michel Camdessus, the IMF
managing director, wrote recently
in the desily Russian pewspaper
Izvestia that the fund could not
lend money to inflation-wracked
Russia only to see it leave the coun-
try as investors took flight from a
falling rouble.

Since those remarks, the west has
had a change of heart. First, west-

Full year
1892

- 28 foreign finance fills the gap

ern governments, seeing reform
stagger and sometimes go into
reverse last year, have bhecome
more aware of the consequences of
failure. President Clinton illustrated
the shift in attitude in a speech oon
April 1: “If Russia's reforms turn
sour, if it reverts to authoritarian-
ism or disintegrates into chaos, the
world cannot afford the strife of the
former Yugoslavia replicated in a
nation as big as Russia.”

Second, the Clinton administra-
tion has been influenced by western
advisers to the Russian govern-
ment, who have, at times, mounted
a ferocious critigue of what they
term the passivity and alleged
incompetence of the IMF. Professor
Jeffrey Sachs of Harvard Univer-
sity, who has led this attack, says
the IMF has proved incapable of

v mmmr e ————r ¥ orvp g et
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thinking tactieally and continued to
view aid as a reward for success,
rather than a precondition. “The

targets which take into account the
amount of available foreign financ-
ing," he said.

In Tokyo, the G7 ministers
“encouraged” the IMF “to play a
more actlve role”. G7 officials now
say the Russian government must
merely demonstrate that it intends
to bring credit creation umder con-
trol and cut subsidies to enterprises
before aid can start to flow as early
as the end of this month.

But the lack of a Russian {rack
record of discipline frightens finan-
cial institutions. “The bank and the
fund are npow under enormous pres-
sure to provide assistance and pro-
vide it guick,” said one senior

World Bank official. “And the mes.
sage is we shoulin't be too worried
about conditions. This is very diffi-
cult to do, not just in terms of our
responsibility to our donors, but
also organisationally.”

G7 officials rebut the suggestion
that aid will now, in practice, be
unconditional. “We have focused
conditionality, not weakened it,”
5aid Mr Lawrence Summers, assis-
tant secretary for international
affairs at the US Treasury.

Nonetheless, growing tensions
hetween the G7 and the interna-
tional financial institutions remain,
and cannot be dismissed as a mere
disagreement over strategy. The
institutions have to think of life
after Russian reform - and of their
standing with other, often poorer,
nembers In Latin America and
Africa.

G7 officials counter that the inter-
national financial institutions set
too much store by economic condi-
tions and fail to recognise pelitical
realities. “Let's not get overly
misty-ayed about condifions,” said
cne senier G7 official. “How much
conditionality was there in the aver-

. age Argentine programme in recent
years?”

“G7 officials do not believe that it
is appropriaie to lend regardless of
what is going on in Russia,” he
added. “But the task now is to push
the Russians to do the right thing.
We cannot wait to negotiate every
‘i’ and every ‘t'."

he GT's bold strategy is

supported by Professor

Stanley Fischer, previ-

ously chief economist at

the World Bank and naw
an adviser to the bank from his
hase at the Massachusetts Institute
of Technolegy. He is worried, how-
ever, about the capacity of the Rus-
sians to implement reform.

“It is possible that the institu-
tions’ credibility will be damaged,
although probably much less than
they now fear,” he sald. “But while
the west must not be seen to be
supporting everything the Russians
do, it must still support them in a
big way-||

The US backs that view, believing
that aid is essential now to buy
time while reformers in the Russian
government pursue the accelerating
privatisation programme and eco-
homic restructuring. But the policy
seems likely to meet resistance
from senior officials in the IMF and
World Bank who fear that the
money will be wasted, and that they
will be blamed.

“One can debate the niceties,”
sgid a senior World Bank official,
"but at some point we must ask - is
it likely that the Russian govern-
ment will deliver on a consistent
economic programme? My view is
that it will not. I think the G7 will
be proved wrong and I don't think it
will be our fault”
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How to make

Will the European
Cwrrency Unit be
the single currency

tricht treaty? § have
my doubts. The
Community’s 340m
cifizens are mnlikely

PERSONAL

However, the Ecn has some over-
whelming practical disadvantages.
It is viewed by the market simply as
one more foreign currency. Its value
is not known ouiside professional
circles. There are no Ecu notes and
coins, nor are copsumer goods
priced in Ecu.

can
be saved only i it is made much
more user-friendly. The simplest
way to achieve this is to fix the
Ecu/D-Mark parity at
Ecul.00=DM2.00 from the begmnmg
of Stage 2 on January 1 1994. This

the Ecu user-friendly

compares with the present rate of
DM1.9538 to the Ecu.

The process would require a pre-
cise interpretation of the wording of
the Maastricht treaty. Article 109g
states that, from the beginning of
Stage 2, “the currency composition
of the Ecu basket shall not be
changed”. If this article were taken
to mean that the percentage weight-
ing (ratber than. as at present, the

A scheme to allow the
Ecu’s value to
become instantly
recognisable is
necessary

fizxed amount) of each currency
within the Ecu basket shall not be
changed, it would need only a
minor adjustment over the 1994
New Year weekend to reset Ecu cur-
rency weights to produce a fixed
value of DM2.

This scheme would allow the
Ecu's value to become instantly
recognisable. The D-Mark, which
has a weighting of about 32 per cent

in the Ecu basket, Is by far the best
known currency among Community
consumers. The Emu planning pro-
cess for banks and Industry could
begin in Stage 2, assisting the tran-
sition. New German notes and coins
could be issued during Stage 2
showing both the Ecu and D-Mark
value. The Bundesbank would still
have to surrender influence over
monetary policy to the European
central bank At the same time, one
of the Bundesbank and the German
people’s main objections to Emu
would be removed. They would
keep the D-ﬁk; the Is.':'cu would

pelmark™.

For France, such a plan might
bring some loss of face. But the
“basket” concept of the Ecu would
be preserved. albeit in a more cos-
metic guise. The French could per-
manently fix the franc against the
D-Mark at the beginning of Stage 2.
France could then issue Ecu notes
which could be co-ordinated with

number parity would be
FFr100=DM30=Eculs.

My proposal would bring an
important challenge for Britain,
which clearly does not want to be
left out of a move towards a single
European currency. Britain is close
to an importaot round number rela-
tionship with the DM/Ecu. At
DM2.50, the Ecu would be worth 80
pence. Should Britain decide to
rejoin the exchange rate
at or after the start of Stage 2 at a
fixed rate of DM2.50, the British
public would have a reasonably
simple conversion to make. Britain,
too, could experiment ahead of
Stage 3 by issuing some notes
showing their fixed equivalent
value at DM50 and Ecu2s.

If people ohject to the word Ecu,
the Financial Times (and perhaps
the Sum) could sponsor a pall to
choose a more appealing name.
Why not rehabilitate the “guinea”?

Lesson from
Vienna

sometimes acrimonious debate
sbout the hmpesition of VAT on
British fuel bills.

If he hasn't then he ought to ha
a word with his opposite number

in Vienna. oo

It seems thet the socialist city
fathers of Austyia’s cepital have -
policy of all is to
heating for cld age pensioners.
Admittedly,

Given that fear of winter cold
was driving an increasing mxmber
of OAPs into lecal nursing homes,
the Viennese authorities concluded
that it would be warth providing
old peaple on low incomes with
free district heating and home
insulation.

H, by so doing, they could keep
these old Viennese  their flais
for just two additional years rather

the Viennese are staying an
et it ha paciad pefore:
compared ! ore
the free heating began.

UK nursing home care is more
limited and less plush than in
Vienna, but it would be surprising
if the addition of VAT to heating
bills - if not fally reimbursed for
OAPs — did not lead to a
corresponding rise in nwsing home
care and end up perhaps costing
the Exchequer more than the tax

it will yield.
Prison duty

N For 2 man who spends most of
his time in prisons, ex-Watergate

villain Charles W “Chuck” Colson
seemed unusnally worried about

the health of the British pound

yesterday.

Golson.a.sl-yeamldex-qs
Marine Corps captain, has just won
the world’s biggest religlous award
- the Tempieton prize for progress
in religion. For some strange reason
Sir John Templeton, one of the
world’s most ashite fund managers,
s e i
£650,000 prize in ing,
Colson, despite being a born again
Christlan, is acutely aware that
the pound has been golng through
a bit of a rough paich.

Not that he geis to keep the
money for himself - it is all poing
to his Prison Fellowship - but be

wants vaine for money.

OBSERVER

“‘You're a man of the world - what
scapegoat

does taste like?'
Although Colson's role in the
downfall of President Nixon is
history he still resembles the
powerful Washington powerbroker
he once was. A person who can
be relied on to get things done.
Only nowadays, he channels all
his energies into his worldwide
petwork of prison ministries. With
wermstaﬁandsﬂ.ﬂﬂﬂmlm
his empire operates in 55 co! \
If yon want to talk prisons,
Colson’s your man and his
considerable achtevement has been
desarvedly recogniced by an award
which has already gone to people
like Mother Teresa, Dr Billy
Graham and Lord Jakobovits.
Colson's conclusion that there Is

German designs and made legal ten-

der in both mlgns tries. Following tha Lord Cobbold
French government's success in

weathering currency turbulence on . .

the foreigm exchange markets since The author is managing direcior of
last autumn, the obvious round Gafdacorp Currency Meonagers

no better way to destroy a person But with pressing challenges

than give them nothing to do is in the former Soviet Union and

a grim verdiet on the lack of proper | elsewhere, he shouldn't dilly dally
work for the inmates of prisons much longer. Even economists need
in Britain and elsewhere, leaders.

World Bank watch Trailing Birt

N The hunt for Larry Summers’ M Want to get to the top in the
replacement as the World Bank's BBC? Take a compass bearing on
economic gurtl seems to be taking Bob Phillis, the new deputy

an inordinately long time. directo After little more

Admittedly, Michael Bruno, former
governor of the Bank of Israel, has
ruled himself out by taking a
similar job at Jacques Attali's
EBRD. But there are plenty of other
contenders.

Since there are not many Brifs
in top positions at the Bank and
the job will probably goto a
anon-American, how about Richard
Layard, 59, professor of Economics
at the London School of Economics?
He is best remembered in Whitehall
for pointing out flaws in the .
Thatcher government's
presentation of unemployment
figures, but as an adviser to the
Yeltsin povernment he has first
hand experience of the problems
of former communist economies
- a central part of the bank’s
porticlio In the 1990s,

If he is too old or lacks
intellectual gravitas, there are
plenty of other candidates in
Britain and elsewhere. Lewis
Preston, the World Bank president
and former J P Morgan banker,
seems to be determined to find
somebody whh whom he feels
personally comfortable.

than a month in the job, Phillis
has set off for the Himalayas.

It might seem & bit early to take
a holiday, even by civil service
standards. But that misses the
point. He is following in the
footsteps of his new master — John
Birt - who travelled to Nepal to
think great thoughts about the
future of the Beeb befors he became
itsde.

Phillis’s official reason for his
early pilgrimage is that he wants
to visit son Ben who is teaching
English there hefore going to
university in the antumn. But
cynical BBC types are wondering
whether there is more to his
mission than mests the eye.

Could it be that the necessary
induction process into the highest
peaks of the BBC management is
not complete without at least one
visit to a Trappist monastery?

Meant well

W Spotted in the visitors book of
a hotel in India.

“A wonderful stay - spoilt by the
staff™.
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posed by Iranian spiritnal leader Ayatollah Ehomeini four years ago, talks to the press

after a meeting with UK prime minister John Major symbolising the British govermment’s suppert for his cause

Fiat issues anti-corruption
code for employees in Italy

By Haig Simonian in Milan

FIAT, Italy's biggest private
company, yesterday sought to
distance itself from the growing
political corruption scapdal by
issuing a new “code of busipess
ethics”.

The move is expected to be fol-
lowed by other big Italian compa-
nies. including the state-owned
Eni energy and chemicals group,
which has also been implicated
in allegations of corruption and
kickbacks on publie-sector
rontracts.

The code, drawn up by a team
of lawyers headed by Mr Franzo
Crande Stevens, a close adviser
of Fiat's controlling Agnelli fam-
ily. sets out behaviour for
employees towards government
officials. political parties and
civil servants. It supplements an
existing “internal” code regard-
ing issues such as conflicts of
interest and insider trading.

The document, approved at a
special board meeting vesterday.
specifically forbids any form of
bribery ar kickbacks invoiving

the public sector. The ban also
applies to any financial induce-
ments to public servants or poli-
ticians in covert form, such as
sponsorship, advertising or cos-
metic “consultancy” agreements.

“No group employee must
prommise or pay money or benefits
in kind of whatever nature or
value to any public sector official
to promote or favour the inter-
ests of one or more group compa-
nies, even as a result of illegal
pressure,” it says.

Though not made explicit, the
penality for non-observance
would be termination of a work-
er's contract. The same require-
ments will have to be met by
sub-contractors or freelances
working on behalf of Fiat or its
subsidiaries. which will have to
make a commitment to respect
the strict conditions.

All employees whose jobs are
likely to expose them to the areas
covered by code will have to sign
a copy of the decument. The com-
pany said implementation
throughout the group would be
slow, as the code would only

come into operation in each of
the roughiy 1.000 separate compa-
nies after being approved by
their respective boards.

The code does not extend to
dealings with other private sector
companies or the behaviour of
Fiat executives abroad. although
the company said it was expected
that the code would in time be
extended outside Italy.

Fiat employees most likely to
be asked to sign are those dealing
with sales and marketing, rela-
tions with the public sector and
lobbving, and purchasing.

Fiat's initiative came as magis-
trates recalled for questioning Mr
Francesco Paolo Mattioli. its
chief finanecial officer, who has
been under house arrest.

Milan magistrates are believed
to be investigating conflicting
testimony from Fiat executives
regarding the role of the group's
Cogefar-Impresit construction
subsidiary, chaired by Mr
Mattioli.

Ex-communists accused, Page 2
Editorial comment, Page 15

Spaniard lost for words walks
out of senior post in Brussels

By David Gardner in Brussels

THE SUDDEN resignation of the
European Commission’s director-
general for social affairs has vcast
an embarrassing spotlight on
how the EC fills its senior jobs. It
alse calls into question how seri-
ously the Community takes its
ambition of building a “social
dimension” into European inte-
gration.

Mr Sigismundo Crespo, the
Spanish director-general of DG5S
tsocial policy) in the Commission
left Brussels late last week. leav-
ing a note for his secretary say-
ing he would not be back.

In a subsequent. sharply
worded fax from Madrid to com-
mission president Jacques
Delors, he confirmed his resigna-
tion. A furious Mr Delors has
now summeoned Mr Crespo to see
him, one senior official said yes-
terday.

Official explanations for his
departure vary. Mr Crespo was

sajd by one official to have suf-
fered a family tragedy. But he is
understood to have complained
in his fax that his lines of com-
munication inside the commis-
sion had been deliberately
blacked.

bMr Crespo took over DG5S in
October. However. it was known
that the social aHairs directorate
had been earmarked for & Span-
jard as Tong ago as February
1991, because of a reshuffle of top
Commission jobs which left
Spain one directorate-general
short.

With Spain and other member
states unyielding over their infor-
mal quotas of top jobs, Brussels
sought a Spanjard of high cali-
bre. Highly regarded Spaniards
within the Commission, like Mr
Eneko Landaburu, the Basque
head of regional policy, were not
interested.

Mr Crespo, known in Spain for
transferring back to the trades
unions the assets seized by

Franco. was sent from Madrid
and found immediately to be out
of bis depth.

His main handicap was linguis-
tic. Although he spoke French.
he was unable to communicate in
English with his boss, Mr Padraig
Flynn, the Irish commissioner for
social affairs. Mr Flynn has no
French and had placed British
and [frish officials alongside and
immediately under Mr Crespo,
hemming him in.

The affair comes at a time
when Brussels has been at cross
purposes on soclal pelicy. Mr
Flynn has won support from the
12 to prepare an EC-wide jobs ini-
tiative. However, it emerges that
Mr Delors has been working dis-
creetly on a similar initiative,
using his own petwork within
the Commission.

The resignation is also an
embarrassment to Madrid, where
Mr Felipe Gonzilez's socialist
government faces losing its elec-
toral majority in three weeks.

French plan central bank’s independence

Continned from Page 1

them. Mr Longuet has already
told Bull, the lossmaking com-
puter company which last year
received a FFr2.5bn ($460m) state
injection, to produce a new shrat-
egy to ensure that it no longer
had to be bailed oat by the gov-
ernment. He said the the govern-
ment might in future be more
amenable to international inves-
tors taking stakes in Buil as IBM
of the US and Japan's NEC have
already done.

France Telecom, the telecom-
munications group. is another
capdidate for Intermational

investment. Mr Longuet said it
should consider forging links
with other European telecommu-
nications concerns, or industrial
groups. to take advantage of the
liberalisation of the European
Community telecommunications
market in 1998. France Telecom
has formed a number of interna-
tional joint ventures in Eastern
Eurppe and Latin America.

This shift in industrial policy is
partly the product of ideology. Mr
Longuet, styling himself as z
“pragmatic liberal”, rejected the
old-style French strategy
whereby the government sup-
ported companies in sectors

which were considered to be stra-
tegically important. His approach
is reflected in the new govern-
ment's privatisation programme,
which envisages selling a wide
range of financial and industrial
groups o the private sector,

Mr Longuet, who outlined his
policy the day after Mr Edouard
Balladur, prime minister,
unveiled his “austerity” budget,
said the approach was also due to
budgetary constraints. The cur-
rent pressures on the French
economy, he sald, gave the gov-
enment “no room for manoeu-
vre” to provide new investment
for state-controlled companies.

Waigel urged
to take over
as Bavarian
premier

By Quentin Peel in Bonin

TURMOIL within the German
political establishment looks set
to cause further upheaval in the
government, with growing pres-
sure on Mr Theo Waigel, the
finance minister and close ally of
Chancelior Helmut Kohl, to quit
and take over as state premier in
his home hase of Bavaria.

Reports yesterday said Mr Wai-
gel, a symbol of stability and key
figure in the ruling coalition. is
to return to Munich and replace
Mr Max Streibl, his protégé in the
Bavaria-hased Christian Social
Union, as prime minister.

The move could aggravate the
current climate of uncertainty
swrounding the German govern-
ment, by bringing an unfamiliar
politician to the firance ministry
at a critical moment in the strug-
gle to bring government spending
under conttrol in the wake of Ger-
man reunification.

The leading coniender for that
job is said to be Mr Rudolf
Seiters, the interior minister in
Bonn and former head of the
chancellor's office, However, Mr
Seiters lacks any background in
finance or economics.

At the same time Mr Waigel's
move would be intended to bol-
ster the position of the CSU in
Bavaria. where his party faces a
growing challenge from the far-
rightwing Republicans in next
year's state. national and Eurp-
pean elections.

Mr Streibl is under enormous
pressure to quit as Bavarian pre-
mier, because of reports that he
accepted free holidays from a
business friend.

The whole reshuffle. confi-
dently forecast yesterday by the
conservative newspaper Die Welt,
depends on the outcome of a
struggle for power within the
CSU, sister-party of Mr Kohl's
Christian Democratic Union in
the ruling coalition.

If Mr Waigel. the party leader,
comes cut on top, he will go
home to replace Mr Streibl,
whose resignation is now taken
for granted. If he loses, he will
stay in Bonn as finance minister.

His great rival for the state pre-
mier's fob is Mr Edmund Stoiber,
currently intertor minister in
Bavaria, widely regarded as the
strong man of the party, and a
close associate of the late Bavar-
ian leader, Mr Franz-Josef
Strauss. Insiders say he does not
want to go to Bonn, where he
would be offered the job of fed-
eral government interior minis-
ter. but wants to become state
premier himself.

In Bonn Mr Stoiber could be a
positive asset to the federal gov-
ernment in the promised position
of interior minister. He is seen as
4 stern. conservative advocate of
law and order, likely to be a big
issue in the 1994 elections.

However, Mr Koh! might prefer
such g forceful character to take
over in Bavaria, leaving him the
good-bumoured Mr Waigel to the
unpopular job of penny-pinching
finance minister.

Gertoan recycling bili, Page 2
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traditionally weak. one can noWw pencil

Separate development

Gencor's long-awaited decision to
demerge its non-mining interests looks
like a sensible response to changing
political circumstances in South
Africa. The African National Congress

General Accident

in pre-tax profits in excess of £200m
gr]:he ye.arl'J as a whole. Coupled with
the absence of a rights issue, this was
enough to drive the shares 3 per cent
higher. [n its excitement. though, the

has voiced strong opposition to the relative [0 tha ket appears to have overlooked
gﬁﬂtgﬂex vgehst:f A"g_:‘lss sharill:loldl;gs o eurancs Composite Index Ezr]imitespmom for dividend growth,
etween Sou can companies. g5

Gencor has decided to jump before it

was pushed. The former chairman, Mr 120
Derek Keys, did much to tramsform .. .
Gencor's insular culture. As finance
minister, he has had responsibility for 110
the legislation which will make such 105
unbundling easier.

The financial rationale for the move, 100

however, Jooks more specious. While

the managements of the individual 99

Retained earnings in GA's balance
- e sheet have fallen to just £Hm at the
end of last year from a peah of SEBOq:
in 1989_ Despite this years more opti-
mistic outlook, the company wil
scarcely manage more than a token
increase in the dividend |.r.'1thout dip-
ping in to reserves again. GEI_lera]
Accident has not launched a righis
jssue like Roval and Commercial
Union, but nor has jt cut its dividend

businesses may have greater fexibil- go L nbusun s -
ity. Sankorp and Rembrandt will still 1990 o1 92
have near-controlling stakes in each of  goee: FT Grephice

the companies - most notably in Gen-
cor's mining operations. Since the
move has been well flagged, Gencor’s
discount to net assets is also umlikely
to improve much. Foreign investors
are still more likely to be deterred by
the political risks of investing in
South Africa however iransparent the
structure of corporate ownership.

This demerger will also increase
pressure on other combines. Life
assurance companies which control 2
large segment of domestic savings
may be forced to unwind their com-
plex cross shareholdings in industrial
companies. The greatest discomfort,
however, will be felt in the Anglo
American Corporation, which effec-
tively controls almest a gnarier of the
quoted South African market. The
Oppenheimer family’s resistance to
unbundling will doubtless econtinue.
and the creation of De Beers Cente-
nary in Switzerland creates a
trapdoor escape from South Africa.
But skill will be neaded if the Anglo
pyramid is not to become 2 monnment
to a weakened dynasty.

cheap for a reason

shonld perhaps do

attraction for manv

distraction.

Inchcape
At first glance, Inchcape's acguisi-
tion of a stake in Gestemner locks a

sion. There are some

iting the risks of buying intwo 2 strug
gling photocopier distribuzor by stag-
gering its investmen:. The immediate
acquisition of 15 per cent of Gestet-
ner’s shares at 2 minimaj opremivm
buys it two seats on the board and
access to management accounts. Toe
purchase of the option to buy its
entire convertible unsecured loan
stock before 1994 gives it greater expo-
sure if it likes what 1t sees.

Inchcape is attracted to the recovery

result.
turnround came as a

ing even. Since the

value which seemingly ifes in a busi-
ness making small profits on £900m of
sales, But the vendor is clearly selling

Gestetner's markets in mainland
Eunrope suggests it will be a long, b_ard
slog to return io respectable margins.
incheape regards the investment as
somewhat speculative; shareholders

though, may have misgivings about
the change in strategic thrust should
the Gestetner invelvement develop
significantly. Incheape’'s primary

exposure to the blossoming southern
Chinese economy. For them, at least,
Gestetner may prove an ubwelcome

General Accident

General Aceident continues to defy
those expecting it to launch a rights
issue. First-quarter results showing a
solvency margin of over 46 per cent,
despite an 11 per cent increase in pre-
mium income on general business,
leave plenty of room for further expan-

behird the £71m swine in profits. Two
successive preference share issues
cheap and canny deal- Incheape is lim- have allowed the company to pay
down debt. helping reduce the interest
charge by £8%m. Last year's generous
transfers to technical reserves have
the indirect effect of boosting invest-
ment income. Marginally smaller
transfers this yvear accentuated the
improvement in the underwriting

Still, the extent of the underwriting
Iarly in the UK which is almost braak-

like GRE. [is reluctance to break what
has become a habit of overnavment
will limit its ability to rebuild its
reserves in the recovery. Not a happy
thought for a company which is trad-
ing at 2 hefty premiam 1o book.

The softness of

Reed Elsevier

The administrators of Maxwell Com-
munication Corporation’s US busi-
nesses receittly reported they were
receiving bids for the diverse assets on-
a “Chinese menu approach™ Reed
Elsevier, though, is sticking fo plain
boiled rice by offering $125m for Offi-
cial Airline Guides alone. If Reed ean
consummate the deal at that price,
would represent semething of a coup,
The assets are essentially the same a5
those which Reed falled to secure in
1858 when Mr Robert Maxwell weighed
in with a higher $750m bid.

Although DAG has suffered badly in
the torrid US airline market. it still

likewise. Some,

investors is its

enue of 3154m last year. With firm

Reed should be able to pushk mareins
higher. The business would also com-
plement Reed’s existing interests in
airline publishing. The deal. however,
is far from done. Reed will now con-
duct its due diligence while the anti-
trust investigators scrutinise the deal.
The letter of intent is non-binding and
non-exclusive. The administrators
may hope they can flush out a higher
offer now firm numbers are on the
table. They may still believe they can
rezlise greater value by selling the
assets as a package.

Reed can afford to walk away again
if the bidding gces too high. its simul-
taneous anpouncement that it had
agreed to buy into France's biggest
legal publisher suggests plenty of
other rouies for expansion

technical factors

first quarter is

made operating profits of $3im on rev--

management and a recovering market, |
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give it a prime role In the

Banking Corporation to Lend Leass

Better weather o float

historically high share

Sears, Rosbuck, has sold ite

planned
mansaad'masumessml

Mr Kerry Packer, the Austraflan media entrepre-
newr, has scid an 8§ per cent stake in Westpac

mortgage
group 1o a Pittsburg-based bank holding company
for $328m In cash. The sals is tha latest in a saves
of spin-affs designed to trim Sears’ finan-
clal businesses. Mr Edward Brennan, Sears

Sears, Roebuck announces sale

Cable and Wireless
expands in Asia

cableandhﬁretess.meUKtslmmnuni ]
m-ismngammwmwﬁﬁﬁm
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German institutions pay DM985m to Italian private-sector insurer

Fondiaria offloads 21% stake in AMB

By Halg Simonian in Mian and
David Wallor in Franidurt

FONDIARIA, the Italian insnrance group
eonh_-olledjoinﬂ:rbyFemnziandtheGaic
holding company, vesterday sold its 21 per

Aachener und Mfinchener

cent stake in

{AMB}) to a group of German

Institutions for DM985m (3616m).

The deal concludes a long-runbing battle
of wills between the formerly-allied ltalian
provides_ a

much-needed cash

and German insurers, .and
Italy's third-biggest pri

to

The buyers are Deutsche Bank (10 per
Del‘ﬂandDmsdner
ilckversicherungs

cent), Allianz (5
Bank and

which are taking about 3 per cent each.
The deal follows months of secret negoti-
which had reatenen to drugt cogpere
W .
ﬂonbetweenAlIBandAssuramesmmGénép
ales de France (AGF), the Prench state-
owned insurer which owns just over 25 per
cent in the German insurance company.
Fondiaria acquired the stake during
management was
keen to form a three-way European zlli-
Insurance of the UK. diaria, which has suffered falling profits

growing debts from foreign ambitions.
Last year, Ferruzzi, which is facing a

hmvydebtburde_ n, wamed it intended to

take a closer involvement in Fondiaria's

1891-1992 when AMB's
ance including Royal

But these plans failed to come to fruition,
partially because of AGF's determination
to build up its AMB holding in the face of
initiat opposition from the German compa-

, DY'S management.

companies.

last summer and Fondiaria tried, unsuc-
cessfully, to use its holding to block share-
hoider approval of the co-operation agree-
ment between the French and German

The agreement involved the sale of

AMB's holding in BfG Bank, Cermany’s
to it is i

sixth largest bank, to Crédit Lyonnais in a

affairs. The changes culminated in the
departure earlier this year of Mr Alfonso
Srehitect of toreign expanion siane 2
on .
e ign expansion plans.

Ferrnzzl has emphasised its

determination not to sell Fondiaria, a dis-

pasal is still widely expected by analysts
in view of the narent company’s severe
debt problems.

A Fondiaria official said the deal was
“part of the rationslisation process of Fon-
diaria’s activities”, He gave no indication
was to whether the divestment might be
followed by other disposals.

Among possible scenarios are the dispos-
als of the group’s Milano and La Previ-
dente insurance subsidiaries.

Billiton fits drive to establish substantial mining business outside South Africa

Gencor

brings

dream princess

out of her Shell ‘

‘By Kenneth Gooding,
Mining Correspondent

ENCOR has for years
heen searching for assels
that would provide it
with the core of a substantial
business outside South Africa.
“We have kissed a Jot of frogs but
not cne has turned into & prio-

But now the search is over.
Gencor helieves Billiton, a min-
ing and metals company with a
114-year history but which has
been buried within the Royal

Ironically, although virtually

low metal prices and various
write-downs and. provisions
pushed it into & $5m net loss
gtl_yea: against a $12m proft in

However, Gencor's unsolicited
offer, which analysts suggest was
probably more than the $1.8bn
book value of the Billiton assets,

H everything went smoothly,
Gencor eventually would have
interests in two mining and met-
als businesses.

The one in South Africa would

nese, chrome,

%gs steel, aluminium, and gran-
Billiton would be used to create

exploration activities ail over the
world, a global metals marketing
and trading network, and joint
ventures in alumina refining in
Brazil, Australia and Surinam
and aluminfum smelting
operations in Bragzil

This would be a medinm-sized

have some similarity to Minorco,
owned by Anglo American of
South Africa.

Gencor probably chose Biliiton
as a “princess” because of the
aiumina and almnininm interests

which acecumt for about 65 per
cent of it business.

Gencor has great faith in alu-
minivm and is backing a $2bn
project for Alusaf to build a
466,000-tonne alumininm, smelter,
the western world’s biggest ever.

But there is much to be done.

Shell said talks would Iast sev-
eral months. Also, some of the
jucier assets Gencor seeks are in

" joint ventures where Billiton's

partners have pre-emptive rights
to any sale and it is very unlikely
to get them all.

. . R2Bbm -

Murkst capitalisstion
34.81bn

Net asset valuo
R10.92bn

Breéik-ﬁp signals overhaul
of corporate South Africa

By Philip Gawith
In Johannesburg

YESTERDAY'S announcement
by Gencer, South Africa’s second
largest mining house, that it
plaps to unbundle came as no
ish the significance of an event
whase political and business ram-
ffications are likely to be wide

It almost certainly heralds the
beginning of a gradual, but
far-reaching, overhaunl of corpo-
rate South Africa. Over the next
10 years and beyond, groups such
as Angloe American-De Beers,
South African Brewerles, Rem-
brandt, Anglovaal, Old Mutuai
and Sanlam, which dominate
South African corporate life, are
ey, o SETifcantly restru

Two factors will determine the

‘voluntarily restructures,

pace and extent of this restruct-
uring: the vigour with which a
future government might pursue
anti-trust policies, and the extent
to which corporate South Afr;
ar
gelf-preservation or economic
self-interest,

The African National Congress,
likely to be the larpest pariner in
any future government, is com-
mitted to Introduce anti-monop-
oly, anti-trust and mergers poli-
cies weaken the influence of the
country's largest groups, and pro-
mote private sector efficiency.

There is also considerable sup-
port for unbundling in the invest-
ment community where many
hold the view that the economy
has become too concentrated, sti-
fling initiative.

With the exception of Gencor,
however, corporate South Africa
has shown little enthusiasm for

unbundling. Most captains of
industry are not convinced
unbundling has economic merit.
Anglo American has defended its
size with vigour, sophiskication
and some success. Ultimately,
however, these arguments,
couched mostly in economic
terms. are unlikely to sway the
ANC, which objects to the degree
of corporate influence exercised
by a few whites.

Yesterday's announcement is
only the first salvo in a long
debate. And practical barriers to
unbundling have to be addressed
- most obviously, who, other
than the large groups, will buy
the assets freed.

Gencor's announcement wiltl
force other large groups to take a
harder look at unbundling, if
only because the onus of proof
has shifted towards those favour
ing the status quo.

ICI cuts
size of

Zeneca
rights

By Maggie Urry, Paul Abrahams,
and Norma Cohen n London

IMPERIAL Chemical Industries
has cnt the size of the rights
issue for the bloscience
business being demerged from
the chemicals groap. However,
the price is expected to be
towards the top end of forecasts
at abont 590p to G0Op.

A meeting of the board and
nnderwriters to confirm the
terms will be held today. They
will be announced at 7.30am.

It is expected that the issne
will have been priced to raise
slightly less than the £1.3bmn
($2bn) planned, as the London
stock market is concerned at the
level of cash calls on it. The gov-
emment’s BT 3 sale, likely to
raise over £5bn, is due in July.

Rather than the expected
14or-3 issne, the terms will prob-
ably be set at 3-for-10. That counld
cnt the amount raised to around
£1.25bn after expenses.

The main difficolty in pricing
the issue has been that the
demerged shares of new ICI and
Zeneca have yet to start trading,
ivi base to value the

ghares.
There were still doabts that
the issue would be warmly
received. “At 600p this looks like
a second division player being
sold at a first division rating,” a
ticals analyst said.

Institutions said they wonid be
unwilling to snb-underwrite the
issue at more than 810p. They
wanied the price set to give a
yield above the market average
to ofiset Zeneca's perceived low
growth prospecis. The company
has already said it will pay a
27.5p net dividend this year.

Grey market trading in the

and the righis shares
will start at 2.30pm today, when
the smb-underwriting should
have heen completed. It also
coincides with the start of busi-
ness in New York.

Official dealings in the new
shares are due to start on June 1,
so long as ICI shareholders
approve the demerger at a spe-
cial meeting on May Z8.

A plan to “recycie” rights
shares, through an international
syndicate of brokers, is expected
to meet only modest demand.

US investors, one of the main
target audiences for Zeneca's
readshows, are thought fo bHe
more futerested in the new-ICL
business. At present, US inves-
tors favour cyclical rather than
drugs stocks. The latter have
been hit by unceriainty over US
health care reforms.

Lex, Page 16

Cost cutﬁng helps Ericsson
swing back into the black

By Christopher Brown-Humes
in Stockhoim

STRONG DEMAND and cost
cutting helped Erlesson, the
Swedish telecommunications
group, swing back into profit in

the first quarter of this year.
The group., which has
announced a series of large new
orders recently, said pre-tax
t was

first three months of 1992,

However, the resuits fell short
of stock market expectations and
the company’s B shares slid SK®
to SKr291.

The group reaffirmed ity expec-
tation of an improved result for
the whole of this year. In 1992 the
group recorded a profit of
SKr1.30bn.

First-quarter orders rose 34 per

cent to SErl17.5bn while sales -
heiped by the weaker Swedish
krona - increased 36 per cent to

its mobile phone operations.
Order intake here Increased by 58
per cent in the quarter.

Radio communications saw

with 1 per cent Iast year.
Mr

Lars Ramgqvist, chief

executive, said the group's order
backlog of SEr45bn at the end of
the first quarter was its highest
ever, and SErThn more than at
the beginning of the year.

He said the kroma’s deprecia-
tion had so far had Iittle ivopact
on the company’s income. “That
positive effect will be seen first
during the second half of 1993.”

Mr Ramqvist linked the compa-
ny’s suceess to its development of

Reed Elsevier eyes purchases

By Raymond Snaddy in London

REED ELSEVIER, the inter-
npational publishing and informa-
tion group, has signed a letter of
intent to Official Air-
line Guides In a deal worth

The move came on the same
day as the company, owned
jointly by Reed International
and Eisevier, reached an agree-
ment to acquive at least & con-
trolling interest in Editions
Techniques, the French legal
publishers. No price was dis-
clofed b i val Bdiions

w value
at £75m ($115m).

These are the first two planned
acquisitions (o be annoanced
since Reed International and
Elsevier merged at the beginning
of this vear. One of the reasons
behind the merger was to

However, the DAG letter of
intent, signed with Price Water-
hounse, the joint administrators

negotiations sald yesterday.

Mr Alan Jamieson of Price
Waterhouse satd yesterday: “If a
better bid comes forward we are
free 1o accept that bid. If we
have no better bid we are kappy
to move to coniract at that
price.”

The assets on offer, which
include travel magazines as well

people and sales last year of
around £48m. It8 best kmownm
publication is the serles Juris
Classenrs whick covers most

of law and incindes 30
titles in 400 volumes. The family-
owned company also owns the
medical publication Encyclope-
die Medico Chbrurgicale,

The size of Reed Elsevier's nlti-
mpt;flhh in the company will
de on further megotiations
with members of the family.
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EniChem sinks deeper into
red with L1,560bn losses

Haig Simonian in Milan

ENICHEM. the loss-making
Italian chemicals group con-
trolled by the state-owned Eni
energy and chemicals concern,
moved deeper into financial
difficulties with a L1.560bn
181.02bn) loss last year.

The result. more than dounble
the L742bn lost in 1991,
reflected the recession, which
has cut demand for primary
petrochemical products, and
continuing severe price compe-
titlon. Sales, adjusted for dis-
posals. fell by 8.2 per cent to
L11,155bn

EniChem said prices for pri-
mary petrochemicals products
had fallen between 10 per cent
and 20 per cent last vear as a

result of weak demand and
overcapacity. The Italian mar-
ket had been hit particularly
hard owing to the slowdown in
the vehicle, buiiding and tex-
tile industries.

EniChem’s losses, which
included L300bn in provisions
for environmenta] protection
measures, came in spite of
indications last year that the
group might be able to contain
losses to within 11,000bn due
to cost-savings and a big cash
infection from the Eni parent
company.

However., the pgroup's
finances appear to have deteri-
orated steadily during the
year.

Qperating losses deepened by
L331bn to L308bn in spite of

lower raw material prices and
attempts to contain fixed
COsts.

Meanwhile, interest costs,
adjusted for disposals, rose by
& further Li31bn to L833bn in
1992, Total group debt rose to
L7,391bn from L7.004bn, in
spite of the cash injection.

EniChem has been strug-
gling to restructure to reduce
costs. The workforce was cut
by over 4,000 employees last
year, contributing to a L80bn
saving on the wage bill.

In July, formal approval is
due for a plan to merge 10
wholly-owned subsidiaries
with the EniChem parent com-
pany, which is forecast to pro-
duce annual savings of about
L300bn

Procordia falls 20% in first term

By Christopher Brown-Humes
in Stockholm

PROCORDIA, the Swedish
pharmaceutical and food
group, vesterday blamed lower
Swedish tobacco sales, losses
from hotels and one-off lease
seftlement costs for a 20 per
cent fall in first-quarter profits.

Profits after financial items
fell to SKrg93m from SKri.12bn
in the same 1991 period. disap-
pointing stock market expecta.
tions. The B shares fell Skr4 to
close at SKrilag.

Sales were virtually static at
SKra.55bn 51.3bn), although
on a pro-forma basis they rose
13 per cent. Income from ongo-
ing operations feil 4 per cent to
SKré63m from SKrl.0lbn

The group said a 20 per cent
fall in Swedish tobacco sales in
the first quarter was a signifi-
cant reasen for the downturn -
the result of hoarding prior to
an increase in tobacco tax at
the end of last year.

It saw an increase in one-off
costs to SKrE3m from SKr3m.,
largely because of an eariy set-
tlement of 2 lease, It lncwrred a
SEKr150m deficit from its share
of losses in the Sara Travel and
Hotel group. in which it holds
6.4 per cent.

On the plus side, the group
bepefited from currency gains
totalling SKr180m. The weaker
Swedish currency had a partic.
wlarly positive impact on Kabt
Pharmaeia. which increased
sales by 16 per cemnt to

SKr3.95bn from SKr3.40bn and
lifted lifted operating income
to SKr779m from SKr746m.
Sales growth was particularly
marked in the UK and Spain,
although prices were generally
under heavy pressure.

Last week, Kabi finalised a
deal {0 buy the Kalian pharma-
ceutical group Erbamont in a
deal worth up to $1.3bn

Procordia’s second-biggest
unit, United Brands, lifed sales
hy 47 per cent to SKrl.96bn
from $Kr1.33bn, but operating
income slumped 43 per cent to
SKr118m from SKr207m. The
fall came in spite of the inglu-
sion of Swedish Match, which
the group acquired last
Auvgust, and reflected the drop
in income from tobacca.

Inchcape buys 15% of Gestetner

By Andrew Bolger in London

INCHCAPE. the international
services and marketing group.
is to buy a2 15 per cent cent
share of Gestetner Holdings,
the office and photographic
equipment distributor, plus an
option to raise its stake to 23

company which took control of
Gestetner in 1986. The Ausiral-
ians have s0ld a large stake in
Gestetner to Ricoh, the Japa-
nese office equipment manu-
facturer, which owns 28.9 per
cent of the group.

Gesteimer is the world's larg-
est independent distributor of

nese manufacturers. It derives
substantial revenue from ser-
vice and supplies.

Mr Basil Sellers, Gestetner's
Australian chairman and chief
executive and a large share-
haolder in Chiitern, will give up
executive responsibilities
immediately. He will continue

Packer sells
8% stake

in Westpac
Banking

By Emilia Tagaza in Melbourne
MR EKERRY Packer, the
Australian media entrepre-
neur, has sold an 8§ per cent
stake In Westpac Banking Cor-

poration to Lend Lease
ration, the financial semcorg:s-

group. )
The shares changed hands at
AS%3.50 each for a total h-ansa%.

tion of A$480m (UUS$352.5m).
Mr Packer said yesterday his
company, Consolidated Press
Holdings, wowuléd make an
AS100m profit on the disposal.

The purchase increases the
Lend Lease group's stake in
Westpac to almost 10 per cent.
Thli'l mto ipz. which ﬂ‘m::sblikely to
go up per ¥ buying
Consolidated Press’s remain-
ing 2 per cent, has been
granted federal government
approval {o eventually izke iis
shareholding in Westpac to 15
per cent,

The deal leaves Westpac
with two large fiuancial insti-
tutions as dominant share-
hoiders. AMP Society controls
15 per cent of the bank,

Lend Lease has agreed to
pay Consolidated Press half of
any profit if it sold Westpac
shares over the next 12
months, up to 2 maximam of
&0 cents a share.

Mr Packer accuomulated his
10 per cent Westpac stake late
last year, prompting an invita-
tion from the bank to take a
seat on the board. However,
Mr Packer resigned from the
board in January, just one
week after joining, following a
disagreement over the bank's
recovery programme.

Mr Packer said his company
had been approached by Lend
Lease late [ast week. He said
Lend Lease, which included a
big insurance business
through MLC Life and Austra-
lian Eagle, would bring added
stability to Westpac's share-
holder base.

After a failed AS1.2ba rights
issne last May and a A81.56bn
loss for the year to Sepiember
1992, Westpac's share price
was lrading at A52.40 last

Poor term at French bank

By Alice Rawsthom in Paris

CREDIT Lyonnais, the
troubled French banking groop
which is a candjdate for priva-
tisation, experienced problems
in France during the first quar-
ter of this year, according to
Mr Jean Yves Habérer, chair-
man, although its international
operations fared well.

Mr Habérer, who has been
criticised for his expansion and
lending strategy, said the
group, which fell into the red
last year, had a bad first quar-
ter in its domestic market due
ta the economic recession and
rise in business failures.

However, Credit Lyonnais's
commercial banking interests
outside France produced a
good performance, according to
the chairman, with BIG, the
German bank in which it
recently acquired a coniro fling
stake, performing satisfacto-

tily.

Crédit Lyonnais, ome of
France's largest commercial
banks, has bean in trouble for
some time. maiply because of
its exposure to a series of cor-
porate collapses.

Last year, these problems
were gggravated by the eco-
nomic squeeze in France which
left Cradit Lyommais very wvul-

rable to property and small
::mpanies. Ft'-\«m of the weakest
areas of the economy. It swung
from net profits of FFr3.2bn in
1991 to a net loss fthe.f'u_st
since 1974 and the third in its
history) of FFri.8bp ($333m).
on net banking income of
FFrds8.9bn.

The announcement of Crédit
Lyonnais's first-quarter prob-
leras in France comes as the
new centreright government is
finalising plans to privatise a
pumber of state-controiled
companies. Crédit Lyonnals Is
believed to be a candidate,
although analysts suspect that
its problems may force the gov-

S
Jean Yves Habérer: problems
in France during first quarter

ernment to delay the sale unti]
after that of Banque Naticnale

de Paris. '

Fila confirms NYSE listing plan

By Haig Simonian

FILA, the Italian sports shoes
and clothing maker owned by
the Gemina holding company,
has confirmed plans to quote
30 per cent of its shares on the
New York Stock Exchange.

The move, which follows a
similar decisicn last month by
Gemina to list shares in the
Natuzzi furniture group,
reflects growing disenchant-
ment by Italian companies
with the domestic stock mar-
ket and their readiness to
make initial public offerings
abroad.

It is believed similar plans
are being considered by Benet-

ton Sportsystem, the fast-grow-
ing sports goods group being
assembled by the acquisition of
famous brands by the Benetton
family. Bankers believe a list-
ing for the group, which had
sales of 8608m in 1982, could
come in the second half of next
year.
Fila, one of Italy's best-
kEnown sports brands, has
branched out from clothing
into footwear. The develop-
ment has been accompanied by
a merked iniernationaiisation
of its business, with the US
accounting for 58 per cent of
sales.

Gemina will place 37.5m Fila
shares, beld by its Gemina

Investments subsidiary, in
New York in a deal led by Salo-
mon Brothers and Goldman
Sachs.

The shares represent 30 per
cent of Filas capital Gemina
Investments will yetain 6 per
cent, while the Gemina parent
company controls the remain-
der. The offering will be made
via 7.5m American Depositary
Shares, sach comprising five
Fila shares.

Separately, Gemina Invest-
ments is placing 10 per cent of
its 15 per cent stake in Natuzzi
as part of ap initial public
offering in the US. The deal is
part of a placing of 30 per cent
of Natuzzi's stock in the US.

Sprecher holds
loss to SFr9m

By lan Rodger in Zurich

SPRECHER and Schuh, the
Swiss electrical engineering
group, reported a loss of SFr9m
(86m) for 1992 compared with a
Toss of SFr9.5m in 1991.

The loss was mainly due to
the weakness of the group's
low-voltage electromechanical
controls business, which has
since been sold to Rockwell
International of the US.

As a resuit of the cash pro-
ceeds from the disposal. the
company proposes increased
dividends of SFr0 per regis-
tered share and SFr250 per

Sakura merger with US
clearer gains approval

Sy Laurie Morse in Chicaga

SAEURA, the Japanese bank,
and Delisher Investment. the
Chicago futures and options
clearing Brm, have received US
Federal Reserve approval to
Imerge.

Sakurz. which was formed in
1990 with the merger hetween
Mitsui Bank and the Taivo
Kobe Bank. ofered to become
Dellsher's majority share-
holder in 1801, but the deal was
delayed by US regulatory
reviews.

Chicaga Board of Trade. Sakur-
a’s consolidated assets of
$449bn will give strong i

to Dellsher in the derivatives
business, which demands large
amounts of capital.

Dellsher, owned by Mr Leo
Melamed, one of the founding
fathers of Chicago futures, is a
small firm with an estimated
$4m to 85m in assets.

Mr Kenichi Susmatsu, presi-
dent of Sakura, said: “The com-
petence of Delisher, coupled
with the unique qualifications
of Mr Melamed, will afford our

Treuhand
concludes
shipyard sale

By Judy Dempsey in Berlin

THE Treuhand. the agency
responsible for the privatisa-
tion of the eastern
economy, yesterday concluded
the sale of the big Neptun ship-
yard located at the northem
port of Rostock.

The yard, a big lossmaker,
was sold partly to Hanse Hold-
ing, which is part of the Bre-
men-hased Bremer Vulkan Ver
bund. and partly through a
management buy-out. The ;
Treuhand will take over the <
debts, which the agency vester
day would not disclose.

Although Treuhand officials
declined to reveal the selling
price, it said Bremer Vulkan
was committed to investing
DM350m ($218m) and guaran
teeing 1,320 jobs. At present,
about 1,450 people are
emploved at the shipvard,
which, before 1989, used to
employ more than 7,000.

The security of the yard, a
least in the short ferm, might
reassure the workforee, which

as members of IG Metall, Ger |
many's powerful engineering ;)

union, have been on strike
since last week in support of
higher wage claims.

Treuhand officials indicated
that Bremer Vulkan would not
be using the vards specifically
for shipbuilding, particularly
since there was overcapacity in

per cent. ] o office equipment, using its own  as chairman until an indepen-

Inchcape is buying the initiai brand names of Gestetner, dent successor is appointed. November against a prerights | bearer share. Dividends in The new firm, Szkurz clients with outstanding access | Germany. However, the yard
stake for £37.9m (859.2m) from Nashuatec and Rex Rotary. Lex, Page 15; issue peak of A34.63 in Janu- | future will be similar to 1990's | Dellsher, will be 2 clearing to global financial futures and | could provide base for repairs
Chiltern Capital. an Australian  Much of it is produced by Japa- Details, Page 23 ary 1992. SFr16 and SFIS0 respectively. member of the CME and the options markets.” and spare parts.

¥
]
This announcement appears as a matter of record only. A I ) |i
a'
As Germany’s financial capital and one of the country’s
leading business centers, Frankfurt attracts skilled,
K A I. BE FA RM A motivated professionals from all over Germany and around
the world. For companies andfinancial institutions operating
in Frankfurt this means that they can choase from a large
pool of quality human resources.
P l Kalbe Farm a Embedded in one of Europe’s most dynamic growth
. e e s . . regions, Frankfurt offers a diversified local economy and
(incorporated with limited liability in the Republic of Indonesia) a business environment which can give your company a
quality edge in competitive markets.
Quality. Every day.
Global Offering B i
[ ] A F
RANKFURT. x
5,533,520 Common Shares THE NATURAL * CHOICE
(Rp. 1,000 par value) *ax®
and the obligation to purchase up to an additional For Interational Business
and Finance,
2,466,480 Common Shares WIRTSCHAFTSFORDERUNG FRANKFUST Grb - BUSINESS AND ECOMOMIC DEVELOPMENT
Crirebwigweg 102, D-5000 Frackdut am Man 1, Te'eshcne 1633 312-30 2020, Totsfan 163 2;2-33;11
U.5.§700,000,000
PAN-HOLDING
’ :':-E_iétf Anozime ~ Registered Office; Luxembourg
. . - LUxXem -
Price: Rp. 8,580 per Firm Share e
and Rp. 8,530 per Additional Share NOTICE OF
P- O, p SUMITOMO BANK INTERNATIONAL Og::alésgrgggé MEETING
FINANCE N.V, The sharchoiders of PAN-HOLDING S.A. are invited o attend the
Guaranteed Floating Rate Notes hichei ANNUAL GENERAL MEETING
due 2000 Roosvelt a0 the Company's regustered office at 10, Boulevard
bourg, at3.00 .
Guaranteed on a Subordinated Basis as to daenda: : Fening . 195G, wih i olowng ":

Lehman Brothers International

Barclays de Zoete Wedd Limited

Baring Brothers €7 Co, Limited

Global Goordinator
Lehman Brothers International

Lippo Securities

Payment of Principal and Interest by
The Sumitomo Bank, Limited

In accordance with the Dascription of Nates and Guarantee,
notice is hereby given that the rate of interest for the three
months from 12th May, 1933 to 12th August, 1993 has baen fixed
ar 3.4375 per cent per annum and that the coupon amount
payable on Coupon No.12 on 12th August, 1993 will be USS87.85
per note of USS510.000, USS878.47 per note of USS100.000 and
USS58.784.72 per note of US$1,000,000.

<

The Sumitomo Bank, Limited

FUTURES
&O0PTIONS
TRADERS

FOR AN EFFICIENT
CONPEITTIVE SERVICE

SUDOVER STREET, LONDON WiX 3RB
TEL: 071 629 1183 FAX: 071 4950022

BEEET TS D

pc |

ad thol In Fuller viofiey
Caii Jane Farguharson 1

Tol: Londsn 71 - 439 4941 (671 (n L

Fax: +44 81 548 8469

December 31, 1992,

1. To accapt the Direclors’ and tha Statut -
Tos ory Auditor's repaorts and
PProve the financial statements and accourts for the yaar

2. To approva the ropriation resul 8 ik
and to fia the d:gp of pavmanﬁfma 1% tod S admv

3. Tagrant diacharge 1o the Direc
tors and to
for the Proper parformance of their dutes. the Statunory Auditor

- Toelect and re-slact Diractors.

4,
S. Tofix the Dinsctors* smoiurments for the year 1309
8. Tore-alect tha Statutory Auditor.

7

. Tofixthe Statutory Auditor's smoluments for the year 1982

bourg, 86 as to reach

The owners of regi
certificatan, =2 oterad shares need not depost their share

to the Company, 7.0.5. -
them not iater than Me:g':' ¢

THE BOARD OF DIREGTORS

USD308.488,066,37  ;
The consolidated net

As of april 30, 1993:' tha unconsolidated nat Biset value was
.e. USD 560.89 per share <fUSD 200 par value.
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Toshiba and
NEC link
with US
chip group

By Michiyo Nakemote in Tokyo

TWQ of Japan's 1

semriconductor mannfa:tﬁ:::
are teaming up with a US com-
pany to develop the next gen-
eratlon microprocessgr to

serve as the heart of th
ful e most
NEC and Toshiba ~ Japan's
largest semicondncior mapy.
E:eﬁturers. and keen competi-

MIPS Technologies, a designer

and supplier of rednced .

lm_;trneﬁon sel compny

(Risc) mieroprocessor tgcht;:lg
o0gy, to develop an advanced
IMICYoprocessor based on

. The allismce highlights a
growing teadency in the semi-
condactor industry to share
across national borders the
spiralling costs and huge
resoorces that are needed {o
mde'eml' advanced semicondne-

'_I'he three companies will
Jointly fond research and
development, and collaborate

ment project.
MIPS hopes the new imicro-
:lll;g:esmwﬂl sale in

£0 on
The TS group will be respon-
sible for the architecture of
the new wuiicroprocessors,
while NEC and Toshiba will be
of development and iniplemen-
gﬁom, aad for volume produc-
on.
The move also reflects NEC's

. LTHOUGH tough times
Aat home are forcing
A Japanese financtal
institutions to curb overseas
some bhanks admit
they still have much to learn
from western markets.
_ Overseas securities subsid-
laries are of increasing impor-
ta;;geh for Japanese banks,
w] are now able to set
aﬂedomesﬁt:e securities fong
r easing of barriers
between the banking
rities industries last month,
P The Indosirial Bank of
apan, one of the four banks
1&?:3 allowed to set up securi-
arms, says experience &t
1BJ international, its UK seecu-
rities subsidiary, will give it an
advant_age in developing
Cc operations,

IBJI, which has been in Lon-
don for 18 years, says the Euro-
pean capital markets have
been a nurturing ground for
the Japanese banks enabling
them to accumulate expertise
mkets the European capital mar-

Ja.pamse banks, whith were
previously banned from the

securities business by articie
65 of the Securities and
Exchange Law, set up overseas
securities operations to gain
exposure to the sectrities busi-
ness.

The country’s leng-term
credit banks and Norinchukin,
the central agricultural bank,
will be the first to obtain

IBJ is expected to set
up a securities operation
with Y30bn in eapital
and 130 staff

access to the securities busi-
ness. The banks' affiliates,
however, will be kept from the
lucrative stock market., and
will only be able to underwrite
corporate and equity-linked
l;onds. and deat In straight

In spite of the disappoint-
ment of the banks at the tight-
er-than-expected restrictions
by the ministry of finance, Jap-
anese corporations hope that
the bapks will bring in more
innovation and help develop

the country's fledgling capital
markets

IBJ is expected to set up a
securities operation with
Y30bn in capital and
130 staff. Mr Toshiki Tobe,
managing director at IBJI, says
more than 10 people with expe-
rience at the Londoh securities
arm will be transferred to the
new Japanese securities affiti-
ate. He hopes the new domestic
subgidiaries will change the
closed and non-competitive
nature of the domestic bond
market, currently dominated
by the “Big Four” securities
houses - Nomura, Daiwa,
Nikko and Yamaichi,

“We want to bring in proper
syndication methods into the
Japanese market” says Mr
Tobe. In the past, underwriting
responsibilities were usually
divided between the big four,
where relationships between
the issner played a larger part
thap competitive performance.

The Tokyo arm of Morgan
Stanley managed to become
the first foreign leading under-
writer for Nippon Telegraph
and Telephone by introducing

the fixed-price re-offering
method.

Japanese companies also
hope that the newecomers will
hglp the development of a lig-
uid secondary market as in the
Eurcbond markets. Japanese
instifutional investors still see
straight bonds as investmenis
to be kept till maturity, and

Corporations hope the

banks will help develop

the conntry’s fledgling
capital markets

while US houses and leading
domestic brokerages have
started market making of
major issues, the secondary
market remazins almost non-
existent due to lack of interest
among investors.

Companies also hope the
entrance of the banks' subsid-
iaries will help the develop-
ment of a settlement system
for the corporate bond market.

Meanwhile, IBJI is keen to
expand its operations In Lon-
don, and expects the domestic

Home advantage from overseas experience

Japan’s banks have accumulated expertise from European markets, says Emiko Terazono

securities business to bring in
more European business oppor-
tunities, such as sales of Japa-
nese bonds to European inves
tors. Uniike most Japanese
securities houses which have
resorted to Japanese investors,
IBJT is cultlvating overseas
investors, especially in Europe,

The company wants to
improve its credit information
services on Japanese compa-
nies, especially those which
issme government guaranteed
bonds. This will be a core part
of the business.

Unlike the Japansse securi-
ties companies, which are cut-
ting overseas overheads, Mr
Tobe says IBJI will continue to
expand in the City of London.
The securiies house aims to
increase its current operation
of 300 to 500 in_the next four
years by increasing sales, trad-
ing and support staff.

Mr Tobe also dismisses sug-
gestions that the recent bombs
in the City of London wiil
prompt an exofdus of Japanese
is too important, especiaily as
a learning ground,” he says.

By Andrew Baxter

talking to the Taiwanese

BMW Rolls-Royce, the Anglo-German
aero-engine joint venture, has been

2 government
about possible involvement by the
Asiap country in future developments
of its BR710 series of medinm-thrust

engines.
Taipel said yesterday that Sir Ralph
Robins, chairman of Rolls-Royce, met

investment unclear.

In London, Rolls-Royce said Sir Ralph
was in Talpei on behalf of BMW
- Rolls-Royece. The discussions were one
of a number that the joint venture com-
pany is having with companies about

and Tajwan.

A venture with BMW Rolls-Royce
could represent the second significant
step in Taiwan's drive to develop its
fledgling aerospace industry.

In January, Taiwan Aerespace, which
is 29 per cent owned by the govern-
ment, agreed to form a venture with
British Aerospace to make regional
senger jets to be assembled in the

A proposal for Taiwan Aerospace to

pas-
UK

Taiwan may join BMW Rolls-Royce in aero-engine venture

day to discuss the possibility of Taiwan-
ese participation in the project.
Taiwanese aerospace officials said
discussions were still in a very early
stage, with the form and size of any

McDonnell Douglas's civil aircraft busi-
ness fell through last year.

The joint venture between BMW and
Rolls-Royee, announced in May 1990, s
3 big step towards strengthening the
European aero-engine industry. .

The venture is developing the BR710
family of engines ~ designed for busi-
ness and regional jets - at a plant out-

side Berlin. Since September it has won

orders from Gulfstream of the US and
ian Bombardi

Hong Kong to
block ‘back-door’

exchange listings

By Simon Holberton
in Hong Kong

HONG EKONG'S regulatory
authorities Iast night moved to
stem the rush of majnland Chi-
nese companies seeking a
stock exchange listing by
blocking “back-door listings™
on Hong Kong’s stock market.

The Securities and PFutures
Commission (SFC) and the
Hong Kong Stock Exchange
issued a joint statement warn-
ing financial advisers and com-
panies that future deals would
be scrutinised closely and stiff
penalties applied to those who
breached Hsting and takeover
rules.

Since October, large main-
land Chinese state enterprises
have acquired control of eight
Hong Kong companies. In two
of the cases, amms of the Peo-
ple’'s Liberation Army have
been involved in the tramsac-
tions.

A “back-door listing™ is a
convenient way of avoiding the
HKSE's requirements for new
Hstings. For mainiand compa-
nies it is also a way of avoiding
Beijing’s approval system for
foreign listings.

Typically, a mainland com-
pany acquires a small, third-
line, stock in Hong Kong and
proceeds to sell it mainland
assets financed by placements

cerns in Befjing with the China
Securities Regulation Commis-

rate watchdog, which has
responsibility for the develop-
ment of securities markets on
the mainland China.

The SFC said it would take
“the sirongest action open fo
it” under the colony’s takeover
code if it found that a control
ling shareholder selling to
another party had received a
benefit unavailable to minority
shareholders.

This action would include
forcing the buyer to make
available to all shareholders
the same level of compensa-
tion, and withdrawing the
licence of merchant banks and
other financial intermediaries
who advised on the deal.

The stock exchange said
asset injections into a newly-
acquired company might resuit
in the company being treated
as a new applicant for Usting,
or result in its listing status
being reviewed more generaily.

It also said it might treat
transactions between a listed
company and former control-
ling shareholders as connected
transactions. In that event a
vote of minority shareholders
would be required for a trans-
action to take place.
® The SFC could limit the
number of shares investors can
apply for in new issues In a bid
to curb massive over-
subscriptions, Reuter adds.
“We are studying the situa-
tion . .. and that's one possibil-
ity,” a spokesman said. The
commission's findings could be

Bank forces Isetan chief to quit

tectures in future semicondue-
! tor techmology.
" 4 The three plan to spend
$150m. _the progranmme, | By Charles Leadhoater Isetan, in common with supermarket group, last year
but NEC eshmam that fits in Tokyo other Japanese dewt Wthm buy into I?tt;n
investment over next few stores, is suffering from the throug e purchase of the
years will amonnt to abont | THE PRESIDENT of Isetan, decline in conswmer spending Shuwa stake. Such a deal
Y10bm ($90m). : Japan's sixth-largest depart- in Japan just asitis paying for would have broken the tradi-
The a.llian%eﬁ will compete m store, yesterday became ambitious expansion in the tional tﬁvidemb;tween depart:
directly with other groups test in a growing list of late 1980s. - ment stores supermarke:
that have ralled around other [ senior execntives who have However, Isetan has also in Japan. However, the sale fell
Rise. chips, with each hoping { been forced out of their posis become embroiled in coniro- throngh, thwarting plans to
to become the world standarid. | by a leading bank. versy over iis ownership. Mr strengthen Isetan’s balance
They are IBM and Mr Eunlyssu Eosuge. Ise- Kosuge's departure is thought sheet.
which have joined forces | tan's president for nine vears., 1o be the culmination of a long - The reqlacement of Mr
around the PowerBool; Digital | is to become the group's honor- power shruggle with Mitsubishi ml?merrm!{ﬁzumﬁ
Equipment and supporters of | ary chairman The reshuffle is  bank over [setan’s owpership. likely to clear
its Alpha chip; Sun Microsys- | thought to reflect Mitsubishi Ahout 29 per cent of lsetan’s way for Mitsubishi bank to
tems amd its. backers; Hew- | Bank's disenchantment with stock is owmed by Shuwa, a lead a consortiinn to finanee
lett-Packard and Hitachi; and | his performance. Mitsubishi is finamcially-troubied real estate the purchase by Isetan of the
Tmrtel. Isetan’s main bank. company. Ito Yokado, 2 leading Shuwa stake.
Notice of Filing of Scheme of Arrangement ”59‘_"’”‘&“"“
) - - L) . , -
Submitting of Claims and of Creditors’ Meeting Corporation Limited
in the matter of Heron International N.V. Guarameed Dﬂﬁ% Rate
decision of the Judge in First Instance in Curagao dated 8th April, 1993, a preliminary suspension of -
gymem has been graated to Fieron lnternational N V. a company B toaltea Kiabitity seated at Curagao, fﬂ,“‘,:;ﬂ%‘“.ﬁ‘,‘z‘{h"ﬁm %
ith the i f the undersigned as trustea(s). - the w025 sl CAMy SN UNEEST rale
- S'muftgnmztii the Engr:ligt.i:e ;estilion t'u(r =)| suspension of payments. a Scheme of Arrangement 5% pa and “u;hecﬂugwsnz ;nso;r-t par
{the “Scheme™} has been submirted at the clerks” office of the Court of First [nstance in Curagad, located at 4.5 5T0.000
no. 4 Wilhelminaplein, Willemstad, Curagao, Netherlands Antilles, of which Scheme a copy is enclosed Credi Saksse “;mh“ Limited
with this notice.
i in First Lnstance has further ordered:
lhereb{l%yn:ﬁﬁﬂe b;nthe suspension of payments mast be submirted to me on or before
18th June, 1993; -
- 2 he said Sch f Arrangement will be considered and. if thought fil. approved at a
L g::.:ng “be -n::':ﬁ:g-) which will be held at thc above address on Sth July. 1995 LEGAL
acing 00 hrs (Yocal time). i
Claims notm:!':'::ed by a::.emmpensp.on may not be submitted. ¥ they ar= nevertheless submitted. the NOTICES
suspension of payments will then affect these claims and any priority right, right of retention. pledge or
mortgage will be forfeited. This does not apply if the claim is withdrawn before the ballot is taken on it. p —
The creditors with claims thar 2ne affected by the suspension of payments (the “Scheme creditors™) may Scction 4817) [nsoivency Act 1986
in person on the Scheme a the said Meeting if their claim(s) have been filed timely and the validiry of * Comgmny No 856758
UI::F ela;":n()hbeenadmincdbytheundelsi ed. Registered in Englund and Wales
™ The said Scheme creditors may appoint anoiher person. whether a Schcme eredifor OF iot, a5 3 proxy o NOTICE 15 HEREBY GIVEN pactosat 10
attend and vote in their place. i Section 48(T) of the fosolvency At 1986, chas 3
regard issucd Hi Infernational Finance B.V. and guaranteed by Heron g of . a
lnm“nr::hﬁonal N.V? amold:r H au:or:lnaﬁ:ally file claims by completing coloured forms of voting ot compaey il e b el o
. instructions in respect of his bolding(s) of Bonds and delivering those voting instructions 1o the bank hCmpm ‘:m ”"""‘m“"‘"m'??ﬁ 2 w
2 | through which he holds his Bonds. Bondholders who do not use the coloured forms of voting instructions Homss. Maldsone, Kewt, ME1S SDZ on Fidey
and all persons other than Bondholders claiming to be creditors should file their claims with me at the clalms pre wholly secured are et entled 10
address appearing below, or at the office of Smeets Thesseling & van Bokhorst whose address appears men orbe represcomd  tho mectig.
helow.pﬁormmehstdamﬁorsubnﬁssionofdaimmonedabove. () They beve delivesrd 15 wa a1 the addsess
The Scheme will be subject 1o the subsequent approval of the Court. shown "'5"‘;..‘;"133.'{'& noos on
Trustee: " o Esq the debes they cixim to be dhee o them Bom
1d P. Koeij , y Sm&:ﬂlnmu:‘:"ﬂ - 1 company wu:gmmu:_mg{
Gibson, Duncan, Koeljers & Huyzen N.V., Thessellng Bokborst, admitted i
Polarisweg 35A Joe Heron (30 Thers bag bocn Iodge wikh a5 asy sy
Zeelandia, Cu p! o mmﬂnmuuuuh-
i Tl Netberlands Anles e e e e e e o
Netherland': Antifles m :n:ud. phumenpics (ciwding faoxcd
Sigued:
NIGEL JOHN VODGHT
Salnt Administrarhve Receiver
i iling of Sch: of Arrangement e e
Notice of Filing eme . > " WabloaFlaoe
Submitting of Claims and of Creditors’ Meeting N R
in the matter of Heron International Finance B.V. ——
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Issue of up to
US $5.650,000,000
5%% Notes due 1998 (the 1998 Notes™)
of which
US $500,000,000
is proposed fo be issued 2s an initial tranche
and up to US $5,150.000,000

MruenChan.prhnemhisb_er.onMon- future developments of the engine. invest $2bn for a 49 per cent stake in  the Canadian group. sion, China's fledgling corpo- published next month
Notice of Exchange Offer

pursuant to an Exchange Offer by the Republic of Italy to the holders of the following issues made by jt:

US $1,000,000,0009 per cent. Notes due 1993 US $1,500,000,000 8} per ceat. Notes due 1994
US $1,000.000,000 9): per cent. Notes due 1995 US$ 150.000,000 9% per cent. Bonds due 1996

US $1,500,000,000 9% per cent. Notes due 1997
{the “Existing A Notes")

and
Issue of op to
US $4,000,000,000
%% Notes due 2003 (the 2003 Notes™)
pursnant to an Exchange Offer by the Republic of Italy to the holders of the following issues made by it:

US $2.000.000,000 93 per cent. Notes due 1999 US $2.000.000.000 8% per cent. Notes due 2001
{the “Existing B Notes™
i > - i on or about 9th June. 1993 (the “Closing Dare™) rhe 1998 Notes and the 003 P_:Iores in
g’:nm: E::;f:l!wmiyﬁ::l(ethek‘fgizh‘aﬁgﬁf?rs? tllf:fe Lssuer to exchanpe Existing A Notes for 1998 Notes and Existing B Notes for 2003 Notes.
The Existing A Notes and the Existing B Notes are together referred 1o as Lhe ~Existing Notes™, and the 1998 Notes and rhe 2003 Notes are together
referced o gs the “New Notes™. Morgan Stanley International (“MSI™) has been appointed exchange co-ordinator {the *Exchange Co-ordinator™)
in connection with the Exchange Offer. . . )
proposes, . to arrenge for an initial wanche of the 1998 Notes 10 be subscribed and paid for by a syndicate of managers at
:':lsi:su price :': Iia‘eb;eht;::l::[::eh; ll;s;lhlde;l In ad:igl.iun. after consultation with and on hehalf of the Issuer. MSI may. prior to the Closing Date. arrange
for a separate tranche of the 2005 Notes to be subscribed and paid for by a syndicate of managers ar an jssue price to be delem:uned ll;y h:!Sl._ .
ted by delivery of a duly completed Form of Acceptance to the Exchange Agent on any Business Day during the
b Eﬁiﬂmmgnza'?ﬁgn anc{mdud:rrlyg .00 a.n,':. (Loll:'nbn time) on Lith May. 1993 to and lndud?:g 5110 p.m. (London time) on J6th May,
1993, subject to extension as agreed between the Issuer and the Exchange Co-ordinator at their discretion. Forms of Acceptance received after that
:ime.shall be void vnless the Exchange Agent derermines in its sole discretion to treatsuch Form of Acceptance as valid. Existing Notes in respect of

which the Exchange Offer is accepied are required to be delivered through Cedel or Evroclear on or prior 1o the last day of the Exchange Period.

The Exchange Offer is made on the following basis: )
An exdn?:nge of each Existing A Note for an equal principal amount of 1998 Notes plus the relevant Cash Adjustment Amount and the relevant

An e:u:hal.: of eaAclTEux?sll.ing'B Note for an equal principal amount of 2003 Notes plus the relevant Cash Adjustment Amount and the relevant

plard e Amioum Notes will be entitled to recei hange of Existing Notes for an equal principal
' A t which a holder of Exisring Notes wi entitled to receive upon exchange of Existing Notes for a

mum of?w?en:r?;::sl ﬁmr::levr:mﬁned at or about 9.00ga.m. {London tfime} on eech Business Day during the Exchange Period by the Exchange

Co-ordinator. Cash Adjustment Amounts will be displayed on Reuters. pages MSQF. MSQG and MSQH. The relevant Cash Adjustment Amount

will be that which applies on the date on which a valid Form of Accepance is received or deemed to be received by the Exchange A_gcn:_.

Whilst it is the intention to determine each Cash Adjusrmem Amount by reference 1o a constant spread aver the quored bid price yield of the

relavant Relference Securities during the Exchange Period. there is ao obligarion to do so. The Exchange Co-ordinator may determine each Cash
Adjustment Amount in its absolute discretion.

Existing Notes

9 percent. Notes due 1993
8! per cent. Notes due 1994
9% per ceot. Notes due 1995
9% per cent. Bonds due 1996
9% per cent. Notes due 1997

Reference Securities
1US Treasnries)
6%% doe 3l July 1943
4%4% due 31 October 1934
9%% due LS November 1995
74% due 29 Februery 1996
g:% due 15 April 1997
9% per cent. Notes due 1999 % due 15 February 1999
S}i;rcem. Notes due 2001 T%% due 15 February 2001

ddition Issuer wi the Accrued Interest Amount. being accrued interest in respect of the relevant issue of Existing Notes for the period
::::n {and i'ntgruding)rtmuimreﬂ payment date immediately prenegeding the Closing Date to {bui exeluding) the Closing Daie to holders of such

Existing Notes accepting the Exchange Offer. . .
Deliven: of New Noren:ii bearer form and payment of the Cosh Adjustment Amount and the Accrued [nterest Amount will be made on the Closing

Date through Cedel and Euroclear. . ) .
The Issuer may, at any time, make a new offer 1o holders of the Existing Notes {or any thereof) on such terms as it may determine.

The Issuer may, after consulration with the Exchange Co-ordinator. terminate the Exchange Offer at any time if it concludes thar there has occurred
amajor political or economic change which could significantly affect the Exchan_ge Oﬂ'er . o

The Exchange Offer in respect of the Existing A Notes and the E:r.istin_g BNotesis cmltdmongl_ on the issue of the initjal ranche of the [998 Nc_:te;on
the Closing Date. In addition, the Exchange Offer in respect of the Exdsting B Notes is conditional upon the 2ggregace of (i) the ageregate principal
amount of Existing B Notes in respect of which valid acceptances have been received in accordance with the rerms of the Exchange Offer and (i) the
aggregate principal amount {if any) of 2003 Notes which may be issued as a separate tranche being at least US ssm.momu i _

The New Notes have not been and will not be registered under the US Securitias Act of 1933, as amended (the ~Securilies Act™) and include New
Naozes in bearer form that are subject to Uniled States tax law requirements. The New Notes may not be offered or sold within the United States
unless registered pursuant to, of in 2 transaction exempt from registration under, the Securitics Act and any other applicable securities law and.
subject to cortain exceptions, may not be delivered within the United States or 1o US parsons. _ 3 _
This advertsement docs not constitute or form part of an offer to purchase orexchange orany solicitation of any offer fo tell any securities and is not

for distribution ia the Unired States. . L . . .
the Repubticof Italy. Terms not defined in this norice have the same meaning given to themin the [nformation Memorandum

mmﬁ.ﬁ"ﬁ &:f;::gﬂge Offer. Requests for further information relating to the Exchange Offer should be directed to the Exchange Co-ordinator.
Copies of the Information Memorandum may be obtained from:
Exchange Co-ordinator Exchange Apent
Morgan Stanley International Morgan Guaraniy Trust Company of New York
25 Cabot Square, London EL44QA 60 Victoria Embankment. London EC4Y ojp II
Atn: Debt Syndicate Attn: Viola Pritchett

Fax: 071425 T994/7999  Tel: 071-425 7700 Fax:071-3258158 Tel:071.3253872

terms xchange Offer, inciuding the Form of Accepance in respect of the Exchange Offer in respect of Existing Notes in bearer form
E:ﬂﬁiillems :rfndm:ugditionﬁf the New Notes. are contained in the Information Memorandum dated I2th May. 1993, The Exchange Offer is made

subject to the terms set out i the [nformation Mﬂnurandum.

|l Dated: 124h May, 1993

Stabilisarion/SIB
MORGAN STANLEY INTERNATIONAL
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US brokerage to
sell off energy
partnerships

By Patrick Harverson
In New York

PRUDENTIAL Securities, the
fourth-largest brokerage firm
in the US. is to sell 35 energy
parinerships to a US petroleum
company for $557m. The deal is
an important step towards
resolving the problems of Pru-
dential’s troubled limited part-
nership business.

If the offer from Parker &
Parsley Petroleum is accepted,
34i8m will be paid directly to
investors. This means that,
along with the $565m Pruden-
tial has already distributed,
investors could receive about
76 cents on the dollar for their
initial investment of $1.45bn.

The partnerships, which
invested in US oil and gas
properties, were popular in the
1980s and sold aggressively by
big brokerage firms. particu-
larly Prudential. But after tax
laws changes and depression in
the energy and property busi-
nesses, the partnerships racked
up heavy losses.

Prudential faces a class-
action lawsuit filed by thou-
sands of investors who lost
money in the partnerships, and
it Is the subject of a Securities
and Exchange Commission
investigation into whether the
firm improperly sold the part-
nerships to investors.

The legal battle has cost the
firm's parent, Prudential Insur-
ance, more than $400m, which
has been set aside to cover the
cost of fighting the lawsnits.

Although neither the class-
action lawsuit nor the SEC
investigation will be directly
affected by the deal with Par-
ker & Parsley, Prudential will
soon offer investors who filed
the class-action suit a new set-
tlement in Hght of the sale.

News of the deal, which if
accepted will boost Parker &
Parsley’s proven oil and gas
reserves by 75 per cent, was
well received on Wall Street. In
early trading yesterday, the
company’s shares were up $1
to §26 on the New York Stock
Exchange.

Philip Morris appointment

PHILITP MORRIS, the US
tobacco and food group. yester-
day appointed Mr William
Webb to head its international
cigarette operations, writes
Nikki Tait.

Mr Webb, who was previ-
ously president of the Asia/
Pacific region for Philip Morris
International, will report to Mr

the worldwide tobacco
operations,

The move is the latest in a
series of top-level executive
changes at Philip Morris.

The company sent shock-
waves round the consumer
products sector when it
announced large pricecuts in
its leading cigarette brands,

Benefit turns sour for Bronfman managers

By Bermard Simon in Toronte

THE business empire con-
treiled by Toronto's Bronfman
family is serambling to unravel
an executive compensation
scheme which held the prom-
ise of rich rewards, but has
turned into a debilitating bur-
den for hundreds of managers.

The scheme was based on
the premise that managers per-
form best when they are sub-
stantigl shareholders in their
companies. But plunging share
prices of many Bronfman com-
panies have left the executives
at best uncertain about the
future value of their portfolics,
and at worst facing possible

ruin.

Noranda, the Bronfman-con-
trolled resources group, last
Monday allowed 50 managers
to sell 1.6m shares they owned
under the compensation
scheme. The proceeds, totalling
Ce30m (US§23.8m), have been
used to repay company loans
used to finance the share pur-
chases.

Mr Courlney Pratt, senior
vice-president at Noranda, said
yesterday the sales were
allowed “to deal with the
uncertainty and risk which a
number of people felt about the

Compensation packages at
Bronfman-controlled compa-
nles have typically comprised
relatively low salaries, but

have required managers to buy
large parcels of shares
financed by corporate loans,
The expectation was that
they wounld reap hefty capital
gains as share prices rose.
Interest on the lcans would be
paid out of dividends.
According to estimates by
the Toronto Globe & Mail,
employees have borrowed at
least C3250m from compznies
in the Bronfman orbit over the

among the Iuckier cnes. They
sold their shares at C§520.25
each. The biggest parcel was
bought in 1987 at C$18, and
most have made a smafl profit.

The strains in other Bronf-
man companies were evident
however, in last week's n_wela-
tion by Hees International
Bancorp, the group's merchant
banking arm, that it lent
C35.9m to seven senior execu-
tives last year to help them
refinance bank loans used to
acquire shares.

Several other Bronfman
holding companies, including
Edper Enterprises, Brascan
and Trilon Finanecial, have
made similar advances.

Without the loans, the execu-
tives, who include the Bronf
mans’ chief ist, Mr Jack
Cockwell, wonld either have
had to put up extra collateral
or begin selling their stock.

The most intractable prob-
lem is at Royal Trustco, the
financial services group whose
operations are being sold to
Royal Bank of Canada A con-
dition of the deal is that RT
must find a way to “umfetter
175 managers encumbered by
share-purchase loans.

RT's share price has plum-
meted from a peak of almost
C$36 in 1986 to 49 cents. Mr
Pratt said the extent of most of
the loans “is well beyond the
capacity of virtually anyone to
repay”. .

But any bailout is compli-
cated by Gapadian tax rules,
which do not allow a capital
loss to be offset agrinst a tax-
able benefit

Mixed results
at US stores

By Nikid Tait

THE LIMITED, one of the
largest clothing retailers In
the U5, yesterday reported a
fall in first-gnarter profits to
$44.2m from $51.6m after tax.
The 1992 figure, however,
included a $9m one-off gain.

The Limited said first-quar-
ter sales increased 7 per cent,
to §1.518bn. Operating profits
fell by 1 per cent to $85.5m.

Dillards, the Arkansas-based
stores group, reporied after-
tax profits of $18.2m in the
quarter to May 1, up from
$45.1m. Sales were $1.16bn,
against $1.03bm, with “same-
store™ sales increasing by 3
per cent.

Ann Taylor Stores, the trou-
bled New York-based womens-
wear retailer, reported first-
guarier up from $114.7m io
$120.2m, while after-tax prof-

Geoffrey Bible, who was including Marlboro, last | its advanced from $2.14m to
recently appointed head of month $3.29m.
Notice of Creditors’ Meetings
in The High Court of Justice in England
Chancery Division
. Mr Registrar Buckley

“In the matter of Heron International N.V.
In the matter of Heron Internaiional Holdings Limited
In the matter of Heron International PL.C

and

In the matter of The Companies Act 1985
Notice to Holders of Bonds in Heron International Finance B.V.

No. 803093 of 1993
No. 003094 of 1993
No. 003095 of 1993

NOTICE 1S HEREBY GIVEN that by Orders dated 7th April, 1993 made in the above matiers the Court
has directed meetings to be convened of the respective Class 1 General Creditors (as explained below and as
defined in the Schemes of Arrangement hercinafier mentioned) of the above named companies { hereinafier
called “the Companies™) for the purpose of considering and, if thonght fit, approving {with or without
madification) Schemes of Arrangement proposed to be made between the Companies and their respective
Class | General Creditors and that such meetings will be held as foliows at The Confer¢nce Forum. The
Sedpgwick Centre. 10 Whitechapel High Street. London E! 8DX on Monday. 28th June, 1993:

Scheme in relation to Heron Intemattonal N.V.: commencing 11.00 am { London time);

Scheme in relation to Heron International Holdings Limited: commencing I1.G5 am (London time) or as
soon thereafter as the meeting to consider the scheme in relation to Heron International N. V. shall have
been completed or adjourned;

Scheme in relation o Heron International PLC: commencing 11.10 am {London time) or as soon
thereafter as the meeting to consider the scheme ir relation to Heron International Holdings Limited shall
have been completed or adjourned;

af which place and time all such Class 1 General Creditors are requested to attend.

The Schemes of Arrangement affect all Class | General Creditors including &ersons who hold bonds of
the issues set out below (“Bondhokders™). If you are a Bondholder you are a Class 1 General Creditor of
each of the Companies pursuant 1o guarantees issued by those Companies. unless you only hold bonds of the
Deutsche Mark denominated issue. [n the case of the Deutsche Mark Jdenominated issue. claims against
each of the Companies are held by a trustee on your behalf and the procedures explained below allow you to
express your wishes to the trusiee.

Heron Iniernadonal Finance B. Y, issued the foflowing bonds and notes:

L. ECU 60,000,000 9%% Guaranteed Retractable Bonds 1985-1992/1997
2. ECU 20,000.000 11% Guaranteed Retractsble Bonds 1984-1997
3. FF 400.000,000 8%% Guaranieed Notes due 1993
4. U.S. $100,000.000 Guaranteed Fioating Rate Notes due 1993
5. DM 100.000,000 7):% Deutsche Mark Bonds of 1935-1995
6. Swiss Francs 150.000,000 5% Bonds 1988-1994
7. Swiss Francs 100,000,000 6% Bonds 1985-1995
8. Swiss Francs 150,000.000 5%% Bonds 1985-1995
9. Swiss Francs 150,000,000 5%% Bonds 1936-1996
10. Swiss Francs 150,000,000 6%% Bonds 1989-1998
(1. Swiss Francs 150.000,000 5%4% Bonds 1989-1999 .

This advertisement contains information directly related to such Bondholders.

A special procedure has been devised for the distribution of the Schemes of Arrangemeat and the
Explanatory Stalement required ta be furnished pursuant to Section 426 of the Companies Act 1985
{)r:g:rher “the Scheme Document™) to Bondholders who hoild their bonds through a securities account at a

nK. :

Bondholders should be supplied with a copy of the Scheme Document by the bank through which they
told their bonds. Any Bandholders who do aot receive a Scheme Document should in the first instance
contact the bank through which they hold their bonds. If they have not received a copy by 19th May, 1993
gn-.! may obtain a copy free of charge from any of the persons whose addresses are listed at the ead of this

otice.

Full details of procadures for vating by Bondholders and other Class 1 General Creditors ot the said
meetings are contained in the Scheme Document, together with the necessary forms for voting at the said
meetings.

A special procedure has also been devised to enable Bondholders to vore through the bank through
which they hold their bonds. Where Bondholders choose to do this they must lodge the voting instructions,
as provided with the Scheme Document. with the banks through which they hold their bonds in accordance
with any deadline given by their bank and, if no deadline is given, BY NO LATER THAN I4TH JUNE.
1993. Bondholders should contact their bank or one of the persons referred to below if they need assistance
with how ta campiete the voting forms.

Bondholders who have physical custody of their bonds and wish to vote by proxy may arrange for the
deposit of those bonds with a paying agent or with another bank to be held 1o the order of a paying agent and
may complete the voting insiructions contained in the Scheme Document, which is available from principal
paying ageats. . ; . . .

Bondhoiders may aliernatively vote in person at the said meetings or they may appoint another person,
whether another Bondholder or nol. as a proxy Lo atend and vote in their place. Proxy forms tendered at
the meeting will only be accepted if accomparied by satisfactory evidence that the Bonds. in respect of
which voling instructions are tendered, are blocked. .

By the said Orders. the Court has apfz?aimcd Gerald Mavrice Ronson. or. failing him. Alan Irving
Goldman ar, failing him, Michael Henty Marx to act as Chairman at the said meetings and has directed the
Chairman to report the results thereof to the Court.

The said Schemes will be subject to the subsequent approval of the Court.

If you require further information you sheuld contact one of the persons referred 1o below,

“Class ] General Credipors™: This term is defined in the Scheme Document. In general terms, you will be a
Class 1 General Creditor if you are 2 person 10 whom aay debt or liability has been incured or any
obligation owed by onc or more of the Companies (whether your claim is present, future. contingent or
disputed) unless you fall into certain exceprions. {The exceptions mainly concern persens connected to the
Companies, such as directors or shareholders of the Companies. or nt or subsidiary or associated
companies of the Companies, or banks which have signed an agreement by which theirclaims are varied.) If
you are in doubt whether or not you are a Class 1 General Creditor. you should obtain a copy of the Scheme
Document.

Dated this 12th day of May 1993

Allen & Overy

9 Cheapside

London ECIV 6AD

Ref: NAS/SAM

15olicitors for the above-named Companies)

The Scheme Document for ali of the above meetings may be obtained from any of the following
addresses:

Union de Banques Sulsses Euroclear Operations Centre Credit Suisse
iLoxembourg) S.A. Boulevard Emile Jacqmain 151 Paradeplatz §
36-38 Grand” Rve B-1210 Brussels CH-8021 Zurich
L-20U1 Luxemboueg, Belgivm Switzerland
Altention: Securides Department Anention Dept: 52-K
ede] SA SG Worbarg Securities SA UBS Limited
7 Blvd. Grande Duchesse 118 rue Ju Rhdne 100 Liverpool Strect
Charfotie CH-1211 Geneva 3 London ECIM 2RE
L- 1010 Luxembourg Switzerland [England
Altention: Backoffice - Primary Attention: CFCA-SPC
Deutsche Bank AG
Taumnpanfage 12
D-6000 Frank furt am Main
Germany

Attention: Corporate Finance

Apple moves towards ‘open’ software

By Loulse Kehoo
in San Francisco

APPLE Computer is
developing technology to
enahle applications programs
designed for its Macintosh per-
gsonal computers to run, with-
out modification, on Unilx
workstations from Sun Micro-
systems, Hewlett-Packard and
international Business
Machines.

The move represents a2 rever-
sal of Apple’s long-standing
strategy of protecting its com-
petitive advantage by ensuring
Macintosh software would run
only on its own computers.

Its switch to an “open” soft-
ware strategy heralds a mount-
ing challenge to the market
dominance of Microsoft and
Intel, the leading suppliers of
softwaré and microprocessors
for personal computers.

Apple also revealed that it
had a project upder way, called
Amber, that will make it easier
to create application programs,
such as word processors and
spreadsheets, that run both on
Apple’s Macintosh and on PCs
using Windows, the Microsoft
operating system.

Apple said that it would
form a non-profit association
to share Amber technology

with other computermakers.

Last week, Sun Microsys-
tems, the leading workstation
manufacturer, also said it was
developing technology that
would enable Windows pro-
grams to run on {Jnix work-
stations. Both Sun and Apple
are trying to loosen Aficrosoft's
grip on the software market.

The battle over standards is
expected to Jead to intense
price competition as manufac-
turers seek new ways to differ-
entiate their products.

For compater users, the
industry battle is expected to
accelerate the trend toward
“open systems” that epable dif-

ferent types and brands of
computers to share software
and data more easily.

i . computer buy-
ers want to be able to run the
same software on different
types of computers to minimise
training and management.

“The customer is in the driv-
ing seat today,” said Mr John
Sculley, Apple chairman and
chief executive. Apple's
“axtraordinary move” is “pre-
cisely what customers want,”
said Mr Roel Pieper, president
of Unix Systems Laboratories,
the former AT&T unit respon-
sible for Unix development and

lcensi

AT&T claims video-phone breakthrough

By Martin Dickson
in New York

AMERICAN Telephone &
Telegraph vesterday intro-
duced a telephone which
allows the user to send full-
colour, television-quality stiil
pictures down an ordinary
phone line, while simulta.
ﬁ::usl,\r talking over the same

The company sald the prod-
uct, called the Picasso phone,
was the first of jts kind and
would be marketed to busi-
nesses — such as advertising,

nies — which needed to trans-
mit high quality images
between different sites.

Several products allow the
transmission of still or moving
images while talking on a tele-
phone line, byt these generally
require a special, upgraded
phone service, such as inte-
grated services digital network
(ISDN).

The new AT&T equipment
i distinctive in that it does not
reauire the user to have an
ISDN service, but merely an
ordinary telephone line.

The phone will selt in the US

of calling on it will be the same
as for a regular voice call.

The phone underBines two
Jmportant trends at AT & T: its
increasing emphasis on the
merging of voice, video and
sompuier technologies to pro-
duce new products; and Its
greater entrepreneurial focus.

Mr Robert Kavner, head of
its communications products
business, said the new phone
had been developed in a year
by a2 team drawn from across
the AT & T group, which relied
heavily on customer advice in
creating the device.

phone system from ordinary
video cameras, digital cameras,
photo compact disc players or
personal computers. Users can
draw over the transmitted pic-
tures with 2 computer mouse
to highlight 2 point.

AT&T also announced yes-
terday it and Kodak, the photo-
graphic products company,
were saxploring synergies
between the fwo businesses
with the aim of producing
“end-to-end imapge communics-
tions solutions™ for customers.
Kodak's photo CD player is one
source which can send images

returns to
the black in
first term

By Nildd Tait in New York

THE EQUITABLE, the US life
insurer in which France's Axa
group holds a 49 per cent
equity stake, yesterday
reported an after-tax profit of
$31.8m for the three mouths to
end-March. This compared
with a loss of $3.7m in the,
same period of 1992, beford
one-off items.

The insurer said the first-
quarter figure included 57.3m
of investment gains and
restructuring charges of
£3.9m. Last time, the net loss
stemmed partly from the

The net profit wonld have
been higher but [or continued
losses from the disability
income business. This pro-
duced a net loss of $31.6m In
the 1993 quarter, compared
with a deficit of $4.5m in the
same period of 1992.

The insurer said its core
insurance business - after tak-
ing out disability income
losses and investment transac.

of §21m. i
On a similar basis, the com-

parable 1992 figure would

have been a $4.8m profit.

Equitable’s “investment ser-
vices” operations, which
include the Alliance Capital
fund management operation
and Donaldson, Lufkin & Jen-
rette brokerage, recorded
after-tax profit of S$46.4m.
slightly down on the $49.3m in
the same period of 1992.

On the investment side, The
Equitable said it bad stepped
up fhe income vield on its
main general account portfolio

with 7.44 per cent a vear ago:
If attributed the improvement
to a shift to longer-term fixed
maturity investments, and bet-
ter returns for property-re-
lated holdings.

“Problem” commercial mort-
gages totalled $299.1m at the
end of the first quarter,

against $388.4m at the end of
1992.

design and engineering compa- for around $3.205 and the cost Images can pe put into the over the Picasso system,
THE MEXICO LIQUID ASSETS FUND N.V.
Notice of Creditors® Meetings " NOTICE
. in The High Court of Justice in England
‘o ANNUAL GENERAL MEETING
Chancery Division May 28, 1993
Mr Registrar Buckley } T the shaceholders of THE MEXICO LIQUID ASSETS FUND N.V.;

In the matter of Heron International N.V.
In the matter of Heron International Holdings Limited
In the matter of Heron International PLC

No. 0603093 of 1993
No. 003094 of 1993
No. 003095 of 1993

and

In the matter of The Companies Act 1985

NOTICE IS HEREBY GIVEN thar by Orders dated 7th April. 1993 made in the above matters the Court
has directed meetings ta be convened of the respective Class | General Creditors as explained betow and as
defined in the Schemes of Arrangement hereinafier mentioned) of the above named companies { hereinafter
called “the Companies™) for the purpose of considering and. if thought fit. approving {with or without
modification) Schemes of Asrangement proposed to be made berween the Coimpanies and their respecrive
Class 1 General Creditars and that such meetings will be held as follows at The Conference Forum. The
Sedgwick Centre. 10 Whitechapel High Streer, London E1 8DX on Monday. 28th June. 1993

Scheme in relation to Heron International N.V.; commencing 11.00 am { London time):

Scheme in relation to Heron International Holdings Limited: commencing 11.05 am { London time) or as
soon thereafter as the meeting 1o consider the scheme in relation to Heron International N. V. shail have
been completed or adjourned:

Scheme in relation to Heron [aternational PLC: commencing 11.10 am (London time) or as soon’
thereafter as the meeting to consider the scheme in relation to Heron International Holdings Limited shall
have been complered or adjourned: .

at which place and times all such Class | General Creditors are requested io attend.

Class | General Creditors of the respective Companies whose names and zddresses are known 1o those
Companies will be sent a copy of the $chemes of Arrangement and a capy of the Explanatory Statement
required 1o be furnished pursuant o Section 426 ofnlﬁ Companies Act 1985 (together “the Scheme
Document”).

A special procedure has been devised for the despatch of the Scheme Dacument to Class { Geperal
Creditors of the respective Comglies wha have claims in respect of bonds issued by Heron International
Finance B.V. {~Bondholders™}. Bondholders should be supplied with a copy of the Scheme Document by
the bank through which they hold their bonds. Bondholders who do not receive a Scheme Document should
in the first instance contact the bank through which they hold their bonds. [fthiey have not received a copy by
19th May. [993 they may obrain a copy. free of charge. from any of the persons whose addresses are Jisted at
e o

on- older creditors who have not received a copy of the Scheme Document may also obtai
copy, free of charge, Irom any of the persons whose addresses are listed at the end of this Notice. rain @

Class L Geuneraf Credirors of the respective Companies may vote in person at the said meerings or they
may appoint another person. whether a Class L General Creditor or not, as a proxy to arrend and vote in
their place. A special procedure has been devised 1o facilitate vating by Bondholders. Full details of
procedures for voting at the said meerings whether in person or by proxy are comained in the Scheme
Doc:m;gﬁgﬁcgf;) U‘Elt!h ‘thcl-?(c) USESr?anm for vating at the said meetings,

E VOTING INSTRUCTIONS PROVIDE

SCH'E_ME DOCUMENT MUST COMPLETE AND RETURN THOSE INS'I'RUC'I'IDOI\‘TVSI% %E
BANK THROUGH WHICH HE HOLDS HIS BONDS BY I4TH JUNE. 1993, Norn-Bondholder Class 1
General Creditors are requested to lodge forms of proxy together, if appropriate, with the powerof attorney
:.rigir::: “l‘}lﬂl‘lscll'l- g:ughr:im?A (if any) uggg Av_lén;hc it ils]aigncd or any other neccssary documents at the following

: imited, Attention , 100 Live I L, 2 2
mg (Llc:ndm:jlitl:'l,'le) o, AAlte gme. e rpool Street. London EC2M 2RH on or before [2

¥ the said Orders, the Court has appointed Gerald Maurice Ronson. or. Exiling him. Alan Ievin
Goldman o, failing him. Michael Hen hﬂarl.: ta act as Chairman at the sai i : H
Chn'li'hmn :iosrel;p:rf the results ﬂ:ercof:ri the Court. ¥l meetings and has directed the
1he said Schemes of Arrangement will be subject ro the subsequent approval of the Court.

Class | Gmem!(,_‘radzmrs“:This term is defined in the Schem:egocum:rﬁ. In general terms, you will be a
Class | General Creditorif you ire a person o whom any debt or liability has been incucred or anyobligation
owed by one or more of the Companies (whether your claim is presenr, future. contingent or disputed
unlcss you fall into certain exceptions. (The exceplions mainly concern persons connected o the
Compaq:es. such as directors or shareholders of the Companies, or parent or subsidiary or associated
campanies of the Companies, or banks whith have signed an agreement by which their claims are varied.) If
you are in doubt whether or not you are a Class 1 General Creditor, you should obtain a copy of the Scheme
Daocument.

Dated this 14b da

Allen & Overy y of May 1993

9 Cheapside

London EC2V eAD

Ref: NASISAM

{Salicitors for the above-named Companies)

addThe S;:hem-.- Document for all of the above meetings may be obuained from any of the following

Union de Banques Suisses Enroclear Operations Centre it Smisge
"-Il‘llmbllllrgl S.A. Boulevard Emile Jacqmain 151 g:r‘:t;::plau 3
3638 GranJ" Rue B- 1210 Brussels CH-8021 Zurich
_L-ml 1 Luxembourg Belgium Switzeriand
Arention: Securitjes Department Attention Dept: §2-K
CedelSa SG Warburg Securities SA imi
67 Blvd, Grande Duchesse 118 rue du Rhéne lmﬂﬁmf;gmet
Charking CH-1211 Geneva 3 London EC2M 1RH
L1010 Lusembourg Switzerland England
Attention: Backoffice - Prmmary Attention: CFCA-SPC
Dentsche Bank AG
Taunusanlage 12
D-6000 Frankfun am Main
Germany

Atteation: Corporate Finance

for the following purposes:

the Annual Repornt.

N.V.

(i7)
income

(i)

monthly.
(iv)

v)
out the foregoing,

Managing Director.

Curecaa, May 10, 1993

Managing Dircctor

Notice is hereby given that the Annual General Meeting of TIIE
MEXICO LIQUID ASSETS FUND N.V. (the “Fund™ will be beld at
the principal office of the Fund, De Ruyterkade 62, Curacav,

Netherands Antilles on May 28, 1993, at 10:00 o'clouk in the morning

tA) To approve the Fund's financial statements fur the period from
inception, on September 26, 1991, to June 30, 1992, as sct forth in

{B) To appoint George W. Landau, Alejandre I, Reynal and Pablo
Mancero as additional Supervisory Directors of the Fund,

(C) To appoint State Street Curacao Trust Compuny N.V. as Managing 1%
Director of the Fund to replice Curacao Corporation Company
N.V., which has tendered its resignation as Managing Dircetor.

(D) To approve Amendments ro the Fund's Articles of Incorparation:
(i) 10 change the same of the Fund to The Mexico Debk Fl;ﬂl-i-

10 change the investment objective of the Fund to current

to ;.:rovidc fur the issuance of Common Stock in both
registered and bearer form and 1o permit the issuance of
fractional shares, under specificd circumstanges,

10 provide for additional changes as may be necessary to carry

(E) to transact such other business as wmay propetly come before the
mecting or any adjournments thereof,

Holders of Commion Shares in bearer forn
attend the m?cting_ if they present their bearer cenificates af il they
present a cemﬁmflon from a hank or other depository conficuing thar
|!1= kank or depository holds the Certificarcs and will not release them
1Ll the end of the meeting. Forms of Proxy arc available from the

The Annual Report and the Age 1
_ gerda for the Annual i ¥
available for inspection ar the ne ual Guneral Meesing are

proposed umendmients to the Articles of Incorporation of the Fund an:

also available for inspection, ora .
. N copy thereof may by .
Managing Dircctor at the registered office. 3y be obtained from the

CURACAO CORPORATION COMPANY N.V.

to classify the shares of Common Stock of the Fund into two 13
classes: the existing shares of Common Stock would be
redesignated Class B Shares and would not pay dividends; a
new class of commion Stock would be Jdesignated Class A
shares and would declure dividends daily which would be paid

V. oF Lheir proxy, may only

gistered olfice of the Fund. The

For

58355 e
T Ly .
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For the three month Interast pori

May 10, 1993 1o August 150'%5?
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Martinez m ‘ i
wartimez moves quickly to bring
a n ° This annosuacenmeut constitules neither an offer to sell nor a solicitation of ar offer tv buy these
a ew Vl Sl On tO Sears R k secarities. Ul offering is made only by the Prospectus, copies of which may be obtained in any State
L ) ) , 0 e uc : ) Jrow such of the undersigued and otbers as may laewfully offer these securities in such State.
T, aurie Morse ikki Tai 1 ' i |
A g merchandz‘u'l'd Nﬂﬁ!ﬂ Tait examine the embattled US retailers’ May 6, 1993
- or 151ng chief’s attempts to reposition in the market :
ca » Rochuck, one of " " . :
SN N , dalty chin apestrs. 1t il - 4,054,050 Shares
L nlesintléeus,wmmmmw“ gains to hit that target. Ana-
- its sharehalders. The Iysts nole that previous cost
I annual meeting, in - etz ~ all $1bo-worth - were
o i;mm;otsebeﬂinty' though it simply counteracted by lower
. Al unllkel as mﬁ-ﬂ“s
- ' % asin previous years. The §7-year-gld Mr Martinez
R ' Institutional shareholders Imows competitors will not
S are likely to take a soft line on wait while Sears catches up. 4
GE boo Shopkeeplng side of the ool sets faster and factes
. e usiness and, ins focus business faster
L B o sl e i s i Grevh :
s 'ward
i Sears” chairman | T results before Wall Street erit- I'Cy Ollﬂd LIHCS, IIIC.
DY R e S ™
T n
_ ] . mgmmm: catalogue bhlﬂness
; pany_Selling “stocks ‘and ”I,,m;mgg,mgg,ggg Common Stock
e As the ial : attenopts to lighten Sears” cum-
are spun off — Dean Witter and bersome buying organisation.
Discover Card operations were mscfx‘ll:urt: g:tm of
Sears . ce \ —_—
.i?:l li:sta m {“bh" °ﬂ°i’; the retail operaﬂonnt:gs
re 2 Sears founded on the catalogue busi- Price $21! Sh
farning to its merchandising ness and executives were reo: rice $21/s per Share
Im’l‘o’s-!:he'reltefot harehold tant to abandon it - even -
i , m isn mﬂmuig ArthurMarﬁmnotdepmdmtmparéntmpa‘nyhfmmtegy Fhm:huxfglgmh:d;%btﬂm
~. {3 facelift Ina lastditch effort to group operating profits. Mr tinue to undercut prices, while advantage s that he is an out: |
- ..~ Yetrieve sagging lines and Martinez says that, to fund the specialty retailers are bmiw:hi:% sider, Thisl?st:atshﬁpme:ﬁg:; 3 243 240 Sh
SR return ltsto ﬁe tabri;gucigig mtegt;ewe are not depen- ever-larger superstores and to Mr Brennan. who surren ? ? ares
o operations ; , Chi- barent company, attracting shoppers with larger dered the s -
B ‘*‘80' mdm is Oﬂ% faﬂ-itfsf fg.{rgunes ocro_g_hqr subsid-  product ranges. . sion’s reins after qﬁrmhlins two These Shares are being offered in the United States and Canada by ibe undersigned.
UL e o il i, 5 SR s opai jen s Sy e e rmont, O
S m 3 3 . .
LT ware in m-:ased stores.  right moves &0 far. eReiailmg_ ing lovels in an %ﬁm"“’;ﬁ ;}mmmphﬂ“,ﬂch’sm?m“:s’p;“; he Smith Bamey,lHal’!:r:es‘l Upham & Co. Morgan lStanlex & Co.
- These : fundamental consul gl says: - b fors, “ bi " tion Sears in the kot ncorpora ncorporar
S m:l are belng orches- ‘“He's taken the important first nerability is the distance we is completely his own. Bear, Stearns & Co. Inc The First B C i Al
fa | izﬂ. mhm _ ;1?.; which is getting Sears to a"e to come,” says Mr Marts. olfeshas ai50 been mtglmg y . Inc. e First Boston Corporation ex. E:;omv::& Sons
o Sears doing things wrong. nez, ears hands with new : : "
chief, who arrived from Saks blood, particularly in his mar- BT Securities Co. ti Dillon, Read & Co. Inc. i
e tven months . Somewhere down the line, Mr Martinez  keting department and is con- e ROTon ommeame. e Donel S i Jenretse
tenure, he has moved quickly. must 1_>r1ng forth some fresh ideas. One mmsh:&ﬂ win A.G. Edwards & Sons, Inc. Goldman, Sachs & Co. Hambrechi & Quist
vy gl has wielded the aze. - possibility stems from his belief that paper Sears's lucrative advertising ) ‘ Incorporuted
i foars 9 yeer-old .catalogue - catalogues are becoming obsolete: Sears business. K.ldder;nl;’oe:obr?;i‘r& Co. Lazard Fréres & Co. Lehman Brothers

more thaa
50,000 employees have been

made redundant, and 113 of the

company’s 850 stores have
been closed. ]
The cuts, reckoned to add

. must position itself for video shopping.

The figures reveal the scale
of the task Last year, the core

But, somewhere down the
Iine, Mr Martinez must bring
forth some fresh ideas. One
possibility stems from his
belief that paper catalogues are
becoming obsolete; so Sears

Monrgomery Securities

Prudential Securities Incorporated

Oppenheimer & Co., Inc.

PaineWebber Incorporated
Robertson, Stephens & Company

;:_- $300m to annual profits, have tioning Sears’ 740 remaining retailing operations made a must position itself for video H : - WEITL :
b?;:mul;mm on W: % Street, mﬁ w;? be easy, He is sagi finy $58m g:ﬁt' Total reve: Lo - Wertheuil: cffpl;lz?ger & Co. Dean Witter Reynolds Inc. William Blair & Company
- w. retailer been retail nues from merchandising = “Interactive home pping . ..

accused of feinting reform for diverse standards situated in division were $32bn. Credit may be unavfy ﬁnallys coming Dair Bosworth Kemper Securities, Inc. Legg Mason Wood Walker

_ 15 years. Sears’ shares have mid-market mails of 1960s and operations then contributed into its own,” Mr Martines incorporated lacorporated
- sgo t0 mmwﬂ :J%- ;?[ui: target shoppe_;bt the mid- ::rl 1tzlg'e m&aﬂwm _:?s'n:m] “It've sg;te:::d snppm;tn t&' Piper Jaffray Inc.  The Robinson-Humphrey Company, Inc.  Wheat Fi:al':, &uﬁﬂlhe_: & Singer

shareholder discontent may class woman, i used to cwring items $2TIm. t in this .. . . .
less pronounced at the annoal  finding glamonr alts Sears while sales growth was m_opmen are Advest, Inc. Dominick & Dominick First Albany Corporation
1 . shifting hardware lines else- inconsistent, sagging badly in Sears is part-owner of the Tncorpored

Prodigy home computer net-

Interstate/Johnson Lane

Janney Montgomery Scott Inc.

Ladenburg, Thalmann & Co. Inc.

= unveiled plans to spend $4bR It towards the year-end. " work, and its Craftsman’ tools Corporation
aver the next five years pefur- . . Despite Mr Martinez's are pitched on the Philadel- . .
bishing stores i:)nghe to make . - 1::}f Sems’_re-pgﬁﬁming aggressive m’zs sm;ss::u:tmtft phia-based QVC talevision Neuberger & Berman Tucllr.er Ant:llony Baird, Patrick & Co.. Inc.
i attractive nsHon's orts may be inade costs still take cen ping channel ncorporut .
middle class, and increasingly guate. Wal-Mart Stoves, every dollar of sales compared . Radical ideas, such as video et .
aggressive discount with about 16 cents at shopping, are the kind of risky Brean Murray, Foster Securities Inc. First Manhattan Co. josephtll;z?olml‘;_\;:?: & Ross

- gtanding Homelife stores -

v

T

ghifted, in some cases to free-

which will compete with-spe-
cialty chains such as Home
Mart and Ikea. -

All $4bn must come [rom

ByLniﬁ;lommclﬁqngu
SEARS, Roebuck, has sold its

company for $3828m in cash..
The sale is the latest in a
geries of planned spin-offs
designed to trim Sears’ finan-
The Sears Mortgage Banking
Group, pact of Coldwell Banker
Residential Services, congists
of Sears Mortgage Corp, Sears
Mortgage Securities Corp and
Sears Savings Bank. FNC
Bank, which is buying the
group, will add the 1mits to its

the

. retailer, has a capital expendi-

ture budget averaging about
-$2bn a year and K mart is

spending $3bn to removate its
discount stores,

Part of Sears’ problem is that
discount store competitors con-

retall banking operations.
PNC Bank is the 1ith-largest

Wal-Mart and zbout 20 cenis
at K mart.

per cent within three years,
which would rival other
department stores and spe-

Mortgage group sold for $328m

employee-led buy-out of the
it had heén

long shots analysts say are
necessary if Sears is to leap
frog its rivals. However., with
department stores such as
Macy's already on that trail,
Mr Martinez may again find
himself trying to catch up.

CLKing & Associates,Inc. Monness, Crespi, Hardt & Co. Inc.

Pennsylvania Merchant Group Ltd

810,810 Shares

These Shares are being offered outside the United States and Canada by the undersigned.

Smith Barney,[ Harris Upham & Co.

ncorporated
ABN AMRO Bank N.V.

Nomura [nternational

Caisse des Dépdts et Consignations

Swiss Bank Corporation

Morgan Stanley International

Kieinwort Benson Limited

Vereins- und Westbank
Akciengescllschalc

Trinkaus & Burkhardt. Creative capital at work.

A look at a year’s work.

€

Trinkaus & Burkhard

. inued to provide a large and growing profit
. 1992 results were satisfac'lfory for the Trinkaus . . 2 :2;?::@:1. The closer links with the HSBC Group N
~ d & Burkhardt Group. The opemzr;zdngtg;z‘f:t:;l f*.lhza;ﬁr:-l G'I'OUP F_manelal Stai_:em_ent 132#&“ provided many additionat bus_incss opportuni_ties. Bank seit 1785
T operating profit :almOSt ma ssion income showed Sclootod datn in DMm . year Our Luxembourg subsidiary again reported considor-
eﬁdiﬂg ycar_' While nct cosn::mst income declined Totul volume 12,042 +10.3% able gl'OWth in earnings. . Ditsschlorf, Badon Baiden, Berlin, Bsson, Prankfurt/Maln, Hamburs,
a marked increasc, net i nt trading topped - Total assots 9982 + 6.8% At the end of 1992, the Bank’s reported capital Wiimohon, Stutcgart, Lasembourg wnd Zicich,
slightly. Profits from own B3 ) hich was Toan voluma 7,612 v 7.8% and reserves amounted to DM 527 million. The
those of the previous year. 1 E“tdbe maintained. Sccuritios portfolio 2,331 +32.4% capital basc es defined in the 4th Amendment to the
raised for 199160 DML0 PR eRere 5 ropriared to | Capio 527 ~19% | German Banking Act totalied DM 830 million. Thus,
S An additional DM 10 million is to be appropria Toxal capital basc 830 + 2.0% 11% of risk assets were covered by capital funds.
: " Treserves. . Tnterest income 192 - 22% The ratio of core capital to assets was almost 7%.
o In corporate bmnkmg.I :ls :;ﬁw :levca(:erdbﬁ:::!:: Commission noomo 110 +11.9% The professional commitment of our employces
. achieved in 1992'Th° e b!::sincss and asset ' Partial operting profit 115 - 5.3% will ensure highest quality and innovative services
: . well as institutional securitics iRoant inorease. Net profit for the year * 40 - 29% with which we expect to justify the trust of our
' management also showed 2 818 business partners and shareholders.

Once again, our innovative mew issues business

L e ———— = ——
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Opinions differ on effects of possible UK rate cut

By Jane Fulter in London and
Patrick Harveson in New York

INVESTORS in the UK
government bond market again
steered clear of 10 to 15-year
stock — regarded as the most
Likely target for the next gilt
auction, which the Bank of
England is expected to
announce details of on Friday.

Although the Conservatives’
drubbing at last week's parlia-

GOVERNMENT
BONDS

mentary by-election and local
government elections had
sparked talk of interest rate
cuts. opinions were divided on
whether this would happen
and on what effect it would
have on the long end of the
market.

The futures coatract
reflected this split, falling by
more than a quarter but then
retracing most of its steps.

If a cut came, it was expected
to be in response to weak eco-
nomic news rather than as an
immediate political measure.

M PUBLICATION of

the

French mini-budget, which
contained no surprises, did lit-
tle to move government bonds.

The yield spread between
French and German li-year
stock stayed at about 41 basis
points, while the futures con-
tract feli through the 117 sup-
port level.

This may indicaie some ner-
vousness ahead of the Danish
referepdum. One economist
said¢ it served as a reminder
that French bonds had not yet
made it to safe haven status.

The short end performed bet-
ter on persistent hopes of Inter-
ast rate cuts.

German government bonds
held up better than most other
continental European stocks
yesterday in quiet trading.

Hopes of a significant cut in
the repo rate by the Bundes-
bank today have been well
damped down. Faorecasts
ranged from 2 to 7 basis points,
taking the rate a sliver below
7.7 per cent.

Once again, Dutch govern-
ment bonds outperformed
tbunds on the back of a sirong
cwrrency and hopes of interest
rate cuts.

The biggest gains came in
Denmark, where an opinion

FT FIXED INTEREST INDICES

BENCHMARK GOVERNMENT O_N_Ds

Yoar Waonth
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lead for the Maastricht Yes was that the 145 bad been too SPAN 10300 D02  27ed2 0063 20O N1€3 1158 1
vote. This undid the damage expensive throughout the fizst WGILTS ;ﬁg Gams 10013 .-sg 1 Ta e
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B THE BEARS prevailed again closed in Tokyo at 107.85 after 0SS vt yo Uackding witioldiog iax at 12.5 per cenf pvable By SO e

in the Japanese government
bond market, pushing the yield
on the benchmark No 145 stock
due 2002 above 4.5 per cent for
the first time since January.

While there were underlying
factors ~ the lapse in the yen's
sirength against the dollar, the
buoyant stock market - the
main explanations for yester-
day's [all were weak demand
and, bearish sentiment.

One way of looking at it,

trading between 107.49 and
107.89. In London, however,
there was an early sell-off, tak-
ing the contract down to 107.38
before it recovered some of the
lost ground.

MW US TREASURY prices fell
slightly across the maturity
range yesterday morning as
the bond market nervously
awaited the affernoon auction
of $16bn in three-year notes.

By midday, the benchmark
30-year government bond was
down & at 103%, ylelding 6.835
per cent. At the short end of
the market, the two-year note
was down ¢ at 100%, to yield
3.791 per cent.

With so much new supply
coming to the market this

$£34bn in 10-vear notes, 30-year
bonds and cash management
bills will be offered later in the
week - investors and dealers
were reluctant to trade
actively until they got a clear
fdea of the scale of demand.

Market players were particu-
larly pervous about the three-
vear sale, one of the largest of
its type.

Return of corporate borrowers generally well received

By Sara Webb

A SPATE of corporate
borrowers hit the Eurobond
market yesterday, with Beli-
south Telecommunications’
8500m, fve-year issue making
the biggest splash. Corporate
borrowers have shied away
from the Eurobond market in

INTERNATIONAL
BONDS

recent months, leaving inves
tors starved of top gquality cor-
porate paper, so the deals
launched yesterday were gen-
erally well-recgived.

Bellsouth Telecommunica-
tions is a triple A rated name
which last tapped the Euro-
bond market in 1988 with a
5120m deal. The five-year
bonds have a 5.25 per cent cou-
pon, an issue price of 101.25
and were re-offered at 99.58.

The yield spread over the
relevant US Treasury bond was
25 basis points at launch, and

according to Morgan Staniey,
the lead manager.

The deal went well, helped
by the fact that Swiss retail
investors and European insti-
tutional investors have seen a
dearth of high quality US cor-
porate paper. while Bellsouth
itself is not a frequent name in
the market.

The proceeds will be used
to repay some short and
long-term debt, refinancing the
borrowings a2t more attractive
rates. Morgan Stanley said the
borrower had achieved much
more attractive terms in the
Eurcbond market than it
would have done in the domes-
tic US bond market, claiming
Bellsouth saved about 15 basis
points on the yield spread.

Bell Canada, the biggest
Canadian phone company, also
tapped the Eurobond market
yesterday, but chose the Cana-
dian dollar sector with a
C$200m, 10-year issue. The bor-
rower's credit rating is AA3}
AA- and the deal was priced to
yield 76 basis poinis over the

ager, said the deal saw interest
from continental European
investors atiracted by the rela-
tively high coupon of 8.5 per
cent.

In the Eurosterling sector,
McDonald’s came with a
£100m, 10-year bond issue
which was initlally criticised
for being rather aggressively
priced.

The fast-food chain is not a
frequent borrower in the
Eurosteriing sector. BZW, the
lead manmager, said demand
was mainly from institutional
investors. The bonds were
launched with a yield spread of
40 basis points over the 10-year
gilt, and by late afternoon had
beld their spread, trading at a
price of 98.55-98.90.

BZW said it looked at a cou-
ple of recent Eurosterling
issues when pricing the deal,
citipg a recent issue from
Abbey National which is also a
AAfAAZ credit and whose
bonds were trading at a yield
spread of 39-40 hasis points
over gilts in the secondary
market.

NEW INTERNATIONAL BOND ISSUES

Amount Coupon Price Maturity Foes Spread  Book nunner
Borrower m % % bs .
US DOLLARS
Belisguth Telecommumications S00 525 90 58A Jun1998 025 +25%[5%h%-35)Margan Stwanlay intl
Repubiic of Vanezueial 150 9 1008 Maya9ed  1.00R - Bankers Te: Intf CEFR
D-MARKS
Nichii Co.dib} 400 278 100 May, 1997 235 - Dewsche Bk Nomura Bl
FRAENCH FRANCS
Pgchiney Inter_{s) ibn T 099.58R Jun.2000 +8556B-00) Credit Lyorrais
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Bell Canada 200 85 10025R Jun.2003 DA7SR 78T a5-0Wacd Gundy
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Exportiinans 150bn 10625 101875 Jun1988 1875 - San Pagia, Tunr
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terday included a 8150, three-
vear issue from the Repuhlie of
Venezuela. The bonds were
launched with a yield spread of
473 basis points over US Trea-
suries but by late afterncon
the spread had tightened to 444
basls points, according to the
joint lead manapers.

CSFB, the book-runner, said

tor interest from a mix of retail
and institutional investors
interested in the emerging
markets.

Venezuela has tapped the
Eurobond market hefore and in
the secondary market its 9%
per cent bond due 1996 is trad-
ing at a yield spread of about
400 basis points over Trea-

A more recent bond issue -
$130m of 9'% ver cent bonds due
1996 — was targeted at the Col-
ombian market and these
bonds are trading at a yield
spread of about 450 basis
points.

Kingdom of Spain added 2
further FFribn to its recent
FFrébn issue, lead manager

Liffe with
Fibor contract

By Tracy Corrigan

THE Deutsche Terminbdrse
(DTB). the Frankfurt-based
futures exchange, is preparing
to mount a further challenge to
the London International
Financial Futures and Options
Exchange, with the launch of a
short-term D-Mark interest
rate contract. The exchanges
already compete for market
share in five-year (BOBL) and
10-year (bund) futures, while
Liffe also trades a highly-suc-
cessful Euro D-Mark contract.
based on D-Mark Libor.

The DTB yesterday discussed
with semior German traders
how best to structure such a
contract, which is likely to be
based on the Frankfurt inter-
bank offered rate. Fiber is the
domestic benchmark rate,
which takes aecount of Bund-
esbank minimom reserve
requirements, and is rarely
looked at by international
investors. A DTB official said it
had not vet been decided
whether to go ahead with the
contract, and admitted efforts
to promote Fibor were needed.

Although there is currently a

sharp focus on German inter-
est rate movements, it is diffi-
cuit to launch a futures con-
tract without a strong cash
market. The German money
market received a boost In Feb-
ruary. when the Bundesbank
started offering new money
market instruments called
Bulis, but Is still in the early
stages of development.

German institutions that
currently use the Euro D-Mark
contract would be likely tao
switch to the DTB since it is
owned by German banks, and
German institutions have
tended to favour their domestic
exchange when possibie.

A Fibor contract could be
used for hedging Buli pesi-
tions, and for spread-trading
against the Euromark couriract
¥ plans to link the DTE and
the Matif, the Paris fuiures
exchange, go ahead, this could
encourage spread trading
between Fibor and Pibor (the
short-term French interest
rate) futures.

However, it is usually an
aphill battle to win market
share from an existing con-
tract.

India Fund to convert
to open-ended status

By Jane Fuller

THE India Fund, one of the
largest country funds, with net
assets of more than £240m, is
to be converted into an
cpen-ended fund to reduce the
substantial discount to net
asset value at which the shares
have been trading.

The fund, created in 1986,
raded at a premium to NAV
until 1990 but moved to a dis-
count in 1991. A week 2go.
before the plan was
announced, the shares were
trading at a 16 per cent dis-
count, or 9 per cent taking
withbolding tax into account.

Political troubles, the open-
ing of other investment ave-
nues in Indian equities and the
perception that the Bombay
market was overvalued all con-

Mr Charles Lillis, of fund man-
agers Merrill Lynch Interna-
tional Capital Markets (Guern-
sey).

Subject to approval at an
extraordinary geperal meeting
on May 28, shareholders can
redeem shares at net asset
value less India's 10 per cent
capital gains tax and the fund
will be free to issue shares,

Since the plan was
announced, the share price has
risen from 21ip on May 5 to
28p, giving a market value of
£216m. The price comparas
with a net asset value of 235p
per share after allowing for
Indian withholding tax

The NAYV of the fund in lecal
currency terms had risen from
Rs48.7 per share at lsunch to
Rs126.48 by April 29 this year
In sterling terms, the rise was

tightened slightly to 24 basis relevant government bong.
points by late afternoon, Wood Gundy, the lead man- Other deals of interest yes- the deal attracted strong inves-  suries. CCF said vesterday. tributed to the discount, said from 100p per share to 255p.
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Pilkington
suspends
executives

at US arm

By Peter John
and Maggile Uny

THE PRESIDENT and two top
executlves of Libbey-Owens-
Ford, the US subsidiary of
Piikingion, have been
suspended during an futernal
investigation of “discrepan-
cles”, the plass gronp said yes-
terday.

The three are Mr Ron
Skeddle, president and chief
executive officer, Mr Ed Bry-
ant, executive vice-president
operations, and Mr Darryl Cos-
tin, executive vice president
technology

They were suspended on
Monday after it was discov-
ered that the three “appeared
to fail to follow corporate pro-
cedures”, Pilkington said.

Mr Trevor Jones, chairman
of LOF's hoard, is taking
charge of the business un#l
the investigation is com-
plete.

Pilkington denied market
rumours that the FBI had been
called in, spying that no “out-
side agency” was involved in
the in |

The shareg fell 5p to 128p
with the mariet closing before
Pilkington responded to the
speculation.

siressed that the

problem did not involve “a

major financial loss” and said

LO¥'s customers and
were not

Pilkington bought LOF in
April 1986 and in 1989 sold a
20 per cent stake to Nippon
Sheet Glass.

In the 1991-82 year, LOF
confributed £511.5m fo group
tarnover of £2.6bn, and operat-
ing profits of £10.8m ount of
£132.5m.

Tiphook and Itel reject
agreed bid for TIP Europe

By Angus Fogter

TWO shereholders controlling
S per cent of TIP Eurcpe, the
trailer rental company, have
said they will not aceept the
recommended offer for the
company from GE Capital, the
financial services arm of Gen-
eral Electric of the US,

The two are Tiphook, which
holds 5.5 per cent and is TIF’s
main competitor, and Itel Cor-
poration, a TS distribution con-

cern.
The companies said GE's

offer was “wholly madequate”

and did not reflect g‘alf's long

Tiphook's move seemed
designed to frustrate GE's
plans to build a trafler rental
business in Eurppe, or wrest a
'l;.ilgher price for conmtrol of

Tixe announcement was
deseribed as a “comm

“undercurrent of sentiment”
from other shareholders that
the sale was poorly timed at
the offer price, Jtel felt TIP’s
earnings would recover in step
with the Eurcpean economies.

The rejection of the offer is
likely to give paunse to institu-
tions sizing np GE's bid. Insti-
tutions are having to weigh the

options of taking cash now or
waiting for a recovery in TIP's
mgin markets. The offer price
was at a steep premium to
TIP"s share price before the bid

_of 25%p, but well below the

share’s trading level in 1990,
when they collapsed from 175p
as recession hit.

TIP also has a large number
of individual shareholders;
their view of GE's offer is diffl-
cult to assess.

Tiphook is wnlikely to make
a counter offer for TIP because
of monopoly considerations.
According to analysts, other
bidders are unlikely because of
the high gearing involved in
truck rental and because of the
depressed market.

TIP shares closed unchanged
yesterday at 41%p.

Unigate postpones public
offering of US businesses

By Angus Foster

UNIGATE, the food and
distribution group, has post-
poned the planned public offer-
ing of its US restaurant busi-
nesses after the two chains
involved reported poor sales in
March and April.

The company announced last
month it was preparing an IPQ
to dispose of up to 160 per cent
of the businesses, which trade
as Black-eyed Pea and Taco
Bueno. The sale was expected
to raise $220m to $250m (£145m
to £164m), or §15-817 a share.

However, trading was
affected by bad weather in
March and did not fully
recover last month. The March

figures were also weak in com-

parison to a strong month a
year earlier, due to different
promotional campaigms.
Goldman Sachs, the compa-
ny's US adviser, had hoped to
price the shares at the top end
of the range. However, when
the latest trading results
became available, the likely
offer price is understood to
have Iallen below the target
range and Unigate decided to

pull the issue.
The issus would be delayed
“at least several months™. Uni-

gate would still favour selling
the husinesses via an TPC
although a private sale would
not be ruled out.

Unigate's shares fell 12p to
358p. Analysts said@ the delay
was disappointing but not seri-

ously damaging. Unigate had
hoped to use the proceeds of
the sale to reduce borrowings.
Following a number of acquisi-
tions eariier this year, the com-
pany is expected to have pro
forma gearing of about 60 per
cent at its March year end, but
interest cover remains strong.

Black-eyed Pea, which offers
home-style cooking, has 115
outlets in 16 states while Taco
Bueno has 111 Mexican fast
food restaurants. In the last
financial year, the businesses
made operating profits of
£13.3m.

Shares in Grand Metropoli-
tan, which owns the Burger
King chain, fell Zp to 430p on
worries about its US restau-
rants.

By Androw Bolger

INCHCAPE'S deal with
Gestetner, the office equipmant
distributor, will enhance the
international business service
group’s reputation for being
ready to wait until the price is
ight.

righ

Inchecape iz payiog 128p per
share for its initial 15.3 per
cent stake In Gesteiner, com-
pared with the 250p per share
which Ricoh, the Japanese
photocopier manufacturer,
paid in 1991 for a 24 per cent
stake.
One of Inchcape’s largest
recent deals came at the end of
1991, when it bought TEM, the
motor dealer, for £382m, reput-
edly £100m less than its asking
price 18 months earlier.
Mr Charles Mackay, Inch-
cape's chief executive, said the

‘| first contacts with Gestetner

came in Hong Kong in August,
1960, but “we were always way
apart cn price”.

Although Mr Mackay

: —r ance:::d;bl he
price is “very e”,
said the structure of the deal
reflects & decision to proceed
cautiously.

Unlike TEM, a private com-
pany which allowed Inchcape
to “crawl all over it” before the

acquisition, Mr Mackay said
that In case of Gestetner they
had to rely solely on informa-
tion supplied at arme-length by
one shareholder, the vendor,
Chiltern Capital.

Mr Mackay said: “We would
be well advised to take one
step at a time, It is the right
thing to do with this company
at our present level of imow-
ledge. It shows no lack of confi-
dence, it's just that our know-

photocopier merket, Mr O'Don-
oghue will be keen to ensure
that the company takes a con-
servative line on issues such as
non-recourse financing and
writing down the value of
leased assets.

Mr Basil Selers, Gestetners
Ausiralian chairman and chief
executive, is a large share-
holder in Chiltern. He said the
investment in Gestetner had
“just been average” since he

‘We would be well advised
to take one step at a time.
It is the right thing to do
at onr present level of knowledge.
It shows no lack of confidence,
it’s just that oar knowledge base
is not there’

ledge base is not there.”

Mr Rod O'Donoghue, finance
director, and Mr Andrew Cum-
mins, the strategic director,
are joining the Gestetner

board.

Although confident that Ges-
tetner 1s not associated with
the pressure-selling abuses
which bas dogged parts of the

bought into the former family-
controlied group in 1586,

The cash consideration of
£39.7m represents 2 book Joss
of £300,000 compared with the
current book value of Chil-
tern's investment in Gesteiner.

Mr Sellers said: “I would
obviously have preferred to
sell out at 250p, as we did to

Price of 129p per share compares with 250p paid by Ricoh in 1991
Inchape deal enhances its reputation

Ricoh, but the time had come
{0 return t0 my roots. I came
here for two years and stayed
for seven.”

The Australian management
team is credited with doing a
good job iIm moving Gestetner
away from stencil duplicators
towards photocopiers, but it
alse made an illjudged expan-
sion into the photographic
equipment market. In January
the planned sale of the group's
Vivitar and Hanimex camera
distribution businesses fell
through, but there is no doubt
that the company will focus
entirely on office supplies.

Incheape will treat its 15 per
cent stake as a trade invest-
ment, and would only equity-
account the stake if and when
it is Iifted to 25 per cent. But
Mr Mackay stresses that out-
come is by no means predeter-
mined. “We will be entirely
pragmatic. We could say we
don't like the look of this
thing.”

Inchcape said that Gestetner
operated mainly in office
eqnipment, a large, globally

pous industry in which
the distributor role was well
established and could poten-
tially generate good returns as
a resuit of revenue from ser-
vice and supplies.
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: Notice to the holders of .
US$ 500 000 000
CS Holding Finance B.V.
{Incorporated with Imited lability in the Nstherlands)
47%% Subordinated Convertible Bonds Due 2002
Gusranteed on a Subordinated Basis by, and
Convertible into Bearer Shares of
“F hatding -
oo derain e holding
GROUP COMPANIES: {Zurich)
' {Incorporated with limited Fiability in Switzerfand)
CREDVT SUI1SSE
) C ewss KEBANK The Board of Directors of CS Holding will submit a proposal to the Annual Meeting of
- s vOLEs Shareholders on 1 Juné 1993 to conditionally increase the capital by an amount not to
S -";3 exceed Sfr 206,810,000 in par value to sacure shareholders’ warrants issued to existing
el LTU HOLDING LTD. sharsholders.
If the-Annual Meeting of Shareholders approves, holders of bearer shares and regis-
C5 FIRST AOSTON tered shares of CS Holding will receive per 7 June 1893.
. orawm ne 1 Shareholder Warrant Series IA for each Bearer Share
' of CS Holding, and .
: F1DES TRUST LTD. 1 Shareholder Warrant Series NA for each Registered Share
e FIDES INFORMATIK of CS Holding
‘-_: "F”
= o LreE free-of all charges. sad
: - ich will be issued as the shareholders’ warrants are exercisad, are
- E%é‘?uwuni'ﬁ?h;'?fm‘é"mméfmm the terms o be announced for the warrants on
. ! ELEKTROWATT LTD. 1 June 1993.
/ . . In connaction with this year's issue of shareholders’ warrants, CS Holding informs

k]

Holders of these bonds
their conversion notice,

In conversions carried o

There will be a reducti
bearer share for convers
anticipate

Zurich, 12 May 1993

holders of the subordinated con

tain CS Holding beerer shares w
exercising their conversion rights

by 24 May 1993, 4.00 p. m. at the latest.

{Credit Suisse) designated

of the bonds bsing converte
their holdings are not protected
May to 17 June 1993 (second date
on in the conversion price, which is presently Sfr 2,270 per

ions which are carried out subsequent to 17 June 1393. It is
d that the reduced conversion price will be published in the newspapers des-

ignated for this purpoge on 17 June 1983.

who choose to exercise their conversion rights must deliver

the honds and any payments required to the conversion agent
in the prospectus by the above date.

ut from 25 May up to and including 27 May 1883, the holders
d are not entitled to receive shareholders’ warrants and
from dilution. No bonds may be converted from 28

provisionat}.

vertible bonds specified above that thev_mav still ob-
hich entitle themn to raceive shareholders’ warrants by

For CS Holding:
CREDIT SUISSE

USS bonds 1

a%% CS Holdisgg Finance B.V. Subordinated Convertible
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Swiss Securities Number 536 802
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Carclo agreed
offer values
Lee at £55m

By Andraw Balger

CARCLO Engiteering Group
vesterday made & recom-
mended offer for Arthur Lee &
Sony. valuing the Sheffield-
based manufacturer of steel
and plastic products at £35m.

Leeds-bazed Carclo, which
already had a 29.9 per cent
stake in Lze, sald it now spoke
for 4% per cent of the ordinary
shares, afier receiving accep-
tances from directors and
other sharehoiders.

Carclo is offering seven
shares for every nine ipee. In
addition. Lee shareholders will
receive a special inierim divi-
dend of 4p. Toere is a cash
alternative, fully underwritten
by Fleming, of 161.7p fur each
Lea share.

Separate cash offers will be
made of 208p for Lee's A prefer-
ence and 146p for the B prefer-
EBCEe.

Carclo's shares, whick had
been suspended at 223 on
Monday. vesterday cicssd i3g
down at Zigp, veiulng i oid ¢
163.3p ber share. Shares in
Arthur i:2 which nad besa
suspendedq zi 142p, cicsed 16p
higher at 158p.

Mr John Ewart. Carcic chair-
man, said: “: am delignied that
a merger bet /zen O tWO LEW
companies nss been agrsed on
termns thal we expect in due
course wili enhance the earn-
ings per share for Carclo share-
holders.

“The combined mansgewmeni
expertise togetber witn the

broader range of businesses
will provide sharehoiders in
the enlarged group with an
enbanced investmen: in a
financially strong engineering
business.”

Mr Peter Lee, chatrman of
Arthur Lee, said: “The terms of
the merger give our sharehoid-
ers good value for their shares,
including an opportunity to
participate in the growth of the
enlarged group which [ believe
has excellent prospects.”

Mr Ewart said considerable
benefits would arise from the
combination of the two compa-
nies’ wire and wire rope busi-
nesses, and increased buying

power.

Careclo’s aead office in Leeds,
which is coming to the end of
its lease, will be combined with
Arthur Lee’s offices at Shef-
Held.

Five Lee directors, two of
whoin are noi-executive, will
join the Carclo board with Mr
L2e bDecoming deputy chair-
mzs. i Graham Logan
brown, cuirzntly Carclo's deg-
uty ciolef executive, wiil
become managing director.

Carclo estimated that for the
year toe March 31, its preiax
profits were not less than £8m
and earnings per share were at
least i3.6p. Lec said that jts
pre-tax profits for the six
months to March 31 were not
less than £21m and earnings
per share at least 4p.

Carclo 1s being advised by
tlemings, while NM Rothschild
is acting for Lee.

Gold Crown in £16m buy-out

Gold Crown Foods. a tea and
coffee packer, has been
acquired by s management
buy-put ieam backed by 3i and
Henderson vVenthwre Managers.

It is the szernd MBC at the
company iz sin yezrs. Total
fundizng -zissq for the buy-out

was over El6m.

Originally part of Argyll
Group, Gold Crown was
bought by its management in
1957. This second MBO enabies
three of the four original
Duy-oui 12zm and ks backers
o seli out

J Crean
in red

after IAS
write-off

By Tim Coone In Dublin

JAMES CREAN. the Dublin-
based indusirial holding com-
pany, suffered a pre-tax loss of
1£15.4m {£15.1m} for the 1992
year reflecting a 1£30.7m total
write-off of its investwment in
¥AS, an aireraft leasing subsid-
fary in which it first invested
in 1986.

Pre-tax profits for 1991
amounted to I€1i.4m.

An additional provision of
I£1.8m was made against a
loan for an option to acquire a
holdlng in 2 UE business,
making z toial exceptional
charge of 1£52.5m.

It is the second year ranning
that the group made a write-
off provision, a I£7.1m charge
having been made in 1991.

Operating profits fell 2 per
cent to I£24.1m on turnover up
8 per cent to 1£228.2m. Net
borrowings rose 21.4 per cent
to I£59.7m, representing 76.5
per ceat of pet assets includ-
ing goodwill

The Clinpany 3aid thai the
1AS write-off “which imciudes
ali Crean’s joans, inveshnenis
and guarantees” ic the com-
pany. has been made becaunse
“the affairs of IAS have over-
shadowed Crean’s other basi-
ness interesis in 2 dispropor-
tionate manner for fne past
two years™.

Crean increased its siake in
IAS from 31 (0 38 per cent in
1991, The company said that a
recgvery in aviation “offers a
good prespect of realising
value fro= it3 Ioan stock in
IAS in dae course”.

Crean's main profit centres
are in food and , i
operations in the US and
Ireland, and in print and pack-
aging through Inishtech, a
72.7 per cent-owned subsid-
fary.

Losses per share amounted
to 70.3p. A finat dividend of
4.635p is recommended for a

. toiai of 12.5p ¢18.34p).

An improving climate for flotations

A line up for market and a revival of
investor interest. Maggie Urry reports

ons moved
from freezing to a near
summer-like warmth as inves-
tor interest has revived
Recent issues have been
comfortably over-subseribed
and first day dealings have
shown premimms.
‘There is a siring of compa-
nies lining up for mariket tak-

ing advantage of histarically’

high share prices,

Institutional investors are
currently keen on smaller com-
panies — most of the recent fio-
tations have given issuers mar-
kelt,r‘;alus of under £100m,

ivate investors,
aware of falling m
cash, are turning to equity
investment. New issues pro-
vide a commission-free way of
buying shares, with the hope
of a “stagging” profit.

However, there are concerns
that the public is being disad-
vantaged in some issues.
Smaliler flotations are con-
ducted through institutional
placings. with the private
investor excluded.

Such has been the recovery
in sentiment that the Stock
Exchange has reversed last
summer's relaxation of its list-
ing rules on the proportion of
shares to be offered publicly.

That move was made when
some issues atiracted less pub-
lic demand than expected.
Then the Exchange icid corpo-
rate financiers they could
negotiate to cut the proportion
to be offered to the public.

According to the listing rules
issues raising more than £30m
must be by public offer, but up
to half can be placed with insti-
tutions. A greater proportion
can be placed in particularly
large issues or, the Yellow
Book says, “ic other excep-
tional circumstances™. Poor
retail demand sppears to come

in that catezory.

In subsequent offers a 75:25
per cent split between firm pla-
clng and public offer was nor-
mal. But as retail interest in
flotations picked up, the Stock
Exchange began to edge back
towards the written rule.

A turning point was the
David Lloyd Leisure flotation
in March. That issue raised
£59m with 75 per cent of the
shares placed frm.

New issues

Number of issues {ull listing + USM)

150.

o

1984 36 &8

The former tennis star’s
husiness a jeations
for over 7 times the nmmber of
shares on oifer.

Mr Philip Stephens. of UBS,
the stockbroker, says “the suc-
cess of some issues has pushed
us back to the rubric”. He acis
for both Stagecoach, the coach
operator which flgated in April
with a 65:35 split, and for OGC
International, the contractor
speciabsing in North Sea oil
and gas construction, due to
float later this month with a
50:50 division.

“Retail interest is certainly
there and has been deveioping
through the year” says Mr
Stephe

ns.

The Exchange is prepared to
give some leeway on the £30m
issue size, with a public offer
not necessarily reguired for
issues up to £35m.

In March Hambros Insurance
Services raised £35m through a
placing and financial interme-
diaries offer.

This willingness to raise the
minimum amount where a

" public offer becomes obligatory

stggests the Exchange is find-
ing it harder to justify demand-
ing 2 public offer ¢z a £3¢m
155Ue.

This minimum has, in any

case, been gradually rising for
years and the 50 per cent insti-
tutional plecing is relatively
new. One merchant banker
remembers doing an offer for
sale for £5m in 1985. Another
says: “People forget it is not
very long ago that issues over
230m were all siraight offers
for sale to the public™.

The Exchange is believed to
be looking at alternatives to
public offers so lomg as they
can be shown to accommodate
public demand. It appears sym-
pathetic to the financial inter-
mediaries route.

It may gradually edge the
minimum upwards, so long as
there are no vociferous com-
plaints. Howaver, it is under-
stood to believe that larger
offers, and not just privatisa-
tions, do need public offers.

The rise of the financial
intermediaries offer conid thus
be part of a trend away from
the traditional public offer for
sale, with all that they entail
in terms of fixing a price and
underwriting the issue over
the week or so before applica-
tions come in and dealings
start In the shares.

Privately, sponsors of issues
and instjtutional investors
would be happy to have a cosy
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arrangement cutbng out the
private investor. Publicly the
line is often *If retail demand
is there. why not tap it?”

Says one corporate financier:
“We prefer a firm placing ele-
ment. It gives you a stable long
termn institutional investor
base. If you offer the lot to the
public you have to price it a bit
lower to make it go and nstitu-
tions end up buying it back™.

The expectation of low pric-
ing and stagging profits were
partly behind the huge - and
many regard as undesirable -
oversubscriptions of new
issues in the mid-1980s. Some
fear it could happen again this

year.

One banker said: “Some
recent oversubscriptions are
unhealthy. People have no idea

wrong, fmgers will get burnt
and then well be back to last
summer again®.

Some brokers and bankers
feel that this could be avoided
If there was a further develop-
ment of a “book-building"
approach to new issues, with a
greatly truncated period
between pricing an issue and
dealings starting.

In the US most of an issue is

sold in advance on the basis of
a “red herring” prospectus
which contains a price range.
Pricing is done one evening, on
the basis of demand found
among investors, and the Issue

tice is moving that way. Path-
finder prospectuses, introduced
with the first British Telecom-
munications sale in 1984, do
not include a price range. But
they do provide the basis for
informal book-building with
institutions.

“pricing
by institutional demand even if
half is going to the public,”
says one broker.

The intermediaries offer
could tie into 2 book building .
apyproach, thus accommodating
private investor demand while
removing the risks inherent In
an offer for sale.

But such an offer excludes
investors who do not have a
stockbroker and prefer to
apply for issues “off the page™.
And it means exira commis-
sions for either the company or
the investor to pay to the inter-
mediaries.

Companies such as Share-
link. the private client dealing
service, and the New Issue
Register, have launched new
issue schemes for private
investors. Sharelink offers an

is very mueh driven

application and dealing service '9

under whick it applies for the
shares on behalf of investors
and can then sell them on the
first day of dealing, or later, or
transfer them to a personal
equity plar. NIR hopes ta offer
sponsors of issues a list of
investors prepared to buy into
new issues.

If such schemes are plugged
into the financial intermedi-
aries offers or even the iostitu-
tional placing, then an issue
could be fully placed - includ-
ing a placing with retail inves-
tors - in advance of pricing. It
would cut out the need for a
period when investors fill in
and post applications.

Shouid the Stock Exchange
go along with such notions, the
days of heady oversubscrip-
tions, queunes of applicants at
banks' doors and frantic first
day dealings, at least in
smaller issues, could be over.

Exiracis from the unaudited consolidated results

"RAND MINES LIMITED

Following the restructuring of Rand Mines Limited,
more than 95% of consolidaied earnings are
atiribuiable to the company’s 76.8% shareholding
in Randcoal Limited

of Rand Mines Limited for the six months ended 31 March 1993

Unaudited Audited
Six months ended Year ended
31 March 31 March 30 September
1993 1992 1992
Regtated Change Restated
Rm Rm % Rm
Turnover 791.3 766.1 3 1620.9
Profit before taxation 948 103.1 (8) 221.5
~  Attributable to shareholders in .
" Rand Miczss Limited® 67.8 76.0 (11) 157.2
Exiracidinary income/{charges)
_.  attributable to shareholders not »
"% included above* (8.8) -
Earnings per share {cents}* 455 510 (11) 1054
‘ Ordinary dividends per share (cents) 100 100 - 315 .
¢ Dividend cover (times) 45 5.1 (11) 33 °
Unzudited Auditad "
2 31 :farzh 36 Septemher .
1593 1992
e Restated
. Total assets (Rm) 2508.3 24935
Net asset value per share (cents) 3431 3193
.. Total liabilities to equity (%) 206 227 N
" Debt to equity (%) 149 159
! Cusrsnt ratio 1.0 1.0 b
7. Ingeresi cover (tiznes) 2.1 232

Noiz* As a resuit of the restitucturing of the Rand MMines group with effect from 1 October 1992, the actual resuits for 1992 arg
not comparable witll those ashisved ia the psriod uader review. A restated balance shes: and income statement have been ..
praparsd rafleciing the 1932 results g If the restructuring had occurred on 1 October 1991, N

e N The prolonged global recession has continued to depress
:-"'. both demand for and prices of coal at home and overseas.
B Demand from Eskorn continued to grow but a water shortage
in one area resiricted growth to jusi 2%.
Operating profit was R84.8 inillion.
B The intstest biii decreased by R22 million due to lower
boriowings and interest rates.
B Dividend maintained. -
Tha Bividend Declaration {Iscorporatse In the ' F
In wdwd:tised Loday Hapukllc af South Africn] Mamcm of b
13 this notepdpor. Ragirarotlar No. 0150006606 | TN L —

Micro Focus
and IBM
relationship

Micro Focus shares yesterday
advanced to £24.28p before set-
tling back to close 58p higher
on the day at £2418p, on the
news that the company and
!Bl\v_I Programmmg Systems (_Jf

long-term relationship in main-
frame operating software.
Micro Focus is licensing
technology from IBM and will
market it with a new version
of one of its existing products
in the MVS (IBM's flagship
operating system) area, expec-
ted to be ready in September.

Fleming Claverhouse raising
up to £110m in conversion issue

By Phifip Coggan,
Personal Finance Editor

FLEMING Claverhonse is
raising up to £100m via an
offer of conversion shares.
The investmeni trust is only
expecting to receive between
£25m and £35m but has set a
high maximum so that applica-
tions do not have to be scaled
down. .
The shares have been trad-
ing at a premium to net asset
value — 5.3 per cent at the start

of dealing yesterday — a sign
that demand exceeds supply.
Issuing new shares may elimi-
nate the premium.

The directors believe that
the potential for ecomomic
recavery in the UK provides
atiractive opportunities for
investment and it is an appro-
priate {ime to expand the capi-
tal base.

The trust is the {op per-
former in its sector over both
three and 10 years, with
growth of 579.7 per cent {(mid-

market to mid-market with net
income reinvested) over 10
years. It Is attractive to private
investors, who now own nearly
65 per cent of the equity.

The shares, issued at 100p
each, will be converted into
ordinary shares once the pro-

any dilution in net asset valus.
and is now a common struc-
ture for investment trust share

E

McLaughlin
& Harvey
£6.8m in loss

LOSSES AT McLaughlin &
Harvey, the County Antrim-
based construction group, wid-
ened from £5.4m to £6.8m pre-
tax for the year to end-Decem-
ber. Turnover fell £35m to
£63.2m.

'The deficit took account of a
reduction in both interest
charges to £1.09m (£1.71m) and
exceptional provisions to
£3.34m (£4.13m).

The group's principal objec-
tive for 1992 was to cut borrow-
ings. At year end these
amounted to £6.7m (£11.2mj.
The_ reduction was partly
achieved at the expense of
profitability, particularly in
the housing division where
prices were reduced to gecure
sales and reduce exposure in
this sector.

The Northern Ireland activi-
ties continued to trade profit-
ably. However, it was again
necessary to make provisions
against work in progress on a
aumber of projects in the

t of England and seek
settlements on projects which
bad been unresolved.

The housing division suf-
fered from a general loss of
confidence in the sector. Full
provisions for restructuring
and rationalisation in speciai-
ist subsidiaries and the decline
in residential property values
were atade.

Royal Scottish
Assurance improves

Proftts of Royal Scottish Assur-
ance, the joint ventvrs com-
pany owned by The Royal
Bank of Scotland and Scottish
Equitable, totalled £6.3m for
the six months to end-Mareh.
Some 13,000 new policles
were completed during the
period, the company said, with

new annual premium business
rising by 19 per cent to £7m
and single premiam business
almost doubling to £57m.

GWR reduces
deficit to $2.03m

Great Western Resources, the
US-based oil, gas and coal com-
pany which almost collapsed
last year following litigation
with its largest customer,
showed significant improve-
ment over the six months to
end-March, when pre-tax losses
were reduced from $13.6m to
$2.03m (£1.3m).

Total revenues of the
USM-quoted group improved
from $34.7m {0 $59.1m, the bulk
of which was derived from the
coal operations, which contrib-
gﬁg $45.5m against $18.5m last

The dispute with the South
Carclina Public Service
Authority has now been set-
tled, and the net loss for the
period, after a tax credit of
$518,000 (3510,000), was $1.51m
{$12m). Losses per share came
out at 2 cents (15 cents).

The company said it had
signed a new credit agreement
with Citibank, which permitted

Gartmore European
net assets at 115p

Gartmore European Invest-
ment Trust had 2 pet asset
value of 115p per share as at
March 31, up from 99.4p at the
trust’s September yearend.

The net deficit for the six
months to end-March was
£77,060, against revenue of
£16,000. Losses per share
worked through at 0.38p (earn-
ings of 0.08p). Directors axpect
a positive retwrz for the fulj
year.

Net assets ahead at
Contra-Cyclical

The net asset value per capital
share of Conh'a-Cyclfzearl [mit,eat.
ment Trust was 43.7p at the
March 31 year-end, up from
3.7p for the previous period

from February 26 1991 - the
date of incorporation - to end-

" March 1992,

Values for income shares
and zero dividend preference
shares rose from 3.7p to 49p
:ind from 55.8p to 62.3p respec-

W -

staAl:h'ibutable revenue was
tic at £1.1m, for earnings of
13.92p (13.94p) per income
share. A recommended final
dividend of 6p brings the total
for the year to 12.75p (11.25p),

Glasgow Income net
asset value np 21%

Glasgow Income
Teported a net asset value of
43.46p as at March 51, up 21 per
cent on the 36.05p at the trust's
yearend in September.

The total return on npet
assets over the interim period
was 24.7 per cent, against a
refurn of 19.3 per cent on the
F'I'r-;AtAll-Share Index.

el revenue amounted to
£362,000 (£393,000) for earnings
of 1.23p (133p). A second
interim dividend of 0.6p main-
tains the total to date at 1.2p.

e e e e —
Re—e——

R

_ COUDERT BRQTHERS
Internatio